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FELIX KAUFMANN 
1895-1949 


BY ALFRED SCHUTZ 


‘hw German philosopher Georg Simmel once formulated a 
deep insight in stating that every man is just a fragment of human- 
ity but also a fragment of himself, since he realizes only a part 
of his potentialities. This statement also holds good for the life 
work of any philosopher: it is necessarily just a fragment not only 
of philosophy but of its own potentialities. 

Felix Kaufmann’s life work, so tragically interrupted by his 
sudden death, must needs be fragmentary in this sense, yet in 
another sense it is a consistent whole and this in spite of its aston- 
ishing diversity. Only seemingly does it deal with the most 
heterogeneous matters, ranging from problems of responsibility 
in criminal law to those of the concept of the infinite in mathe- 
matics, from the postulates of economic theory to the phenom- 
enological analysis of formal and transcendental logic, from the 
methodology of the social sciences to the problems of probability. 
In truth, all these manifold topics are handled from a single 
point of view and therefore show a rare unity. Kaufmann 
believed in deductive logic as a fundamental science from which 
the methodology of both the so-called natural sciences and the 
social sciences can be derived as a logic of scientific procedure. 
He was convinced that many, nay even most, of the controversies 
arising within the domain of the particular disciplines can be 
overcome if their logical structure is understood and if the perti- 
nent rules for making correct scientific decisions are properly 





determined. 
This was one of the basic traits of his thinking. The other was 


a strong interest in and a rare gift for pedagogical issues, which 
led him to the Socratic belief that anyone can be brought to the 
full understanding of even the most complicated problems and 
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that agreement can be achieved if only the underlying basic 
positions are formulated clearly enough. Clarity of thought, 
precision of formulation, radical analysis of equivocal terms and 
concepts—in short, the highest discipline of thinking—these were 
Kaufmann’s postulates for everyone who aimed at the honor of 
being considered a scientist. In this respect he was rigorous with 
others, as he was rigorous with himself. As a human being he 
was the kindest of men, ready to help anyone, fully understanding 
of human weakness, intolerant only of intolerance itself. But 
as a thinker, he would not tolerate any fallacy, any subterfuge, any 
dodging of the issues. He was entitled to take this stand. His rare 
intellectual integrity was matched only by the integrity of his 
character. 

Even in his student days Kaufmann showed a profound know]- 
edge of philosophy, especially of Locke, Leibnitz, Hume, Kant, 
the neo-Kantian school, Husserl, and Scheler. And of these, the 
one who had the greatest influence upon his thought was doubt- 
less Edmund Husserl. 

Kaufmann was attracted, in the first place, by the logical 
achievements of Husserl’s early writings and by his rigorous 
method of philosophizing. MHusserl’s interpretation of formal 
logic as an analytical a priori, his revival of Leibnitz’ idea of a 
mathesis universalis, his theory of signification and meaning, 
were closer to him than the theory of noéma and noésis or the 
concept of a transcendental ego. It is not fitting here to enter into 
the difficult and fundamental questions involved, though this 
would certainly be necessary in order to define Kaufmann’s out- 
standing role in the development of the phenomenological move- 
ment. Not only Husserl, the philosopher, but also Husserl, the 
man, was one of the dominant factors in Felix Kaufmann’s life. 
Husserl rightly considered Kaufmann one of the most competent 
logicians among his followers and one of his most loyal friends. 
This loyalty, so characteristic of Kaufmann, found its expression 
not only in his devotion to the philosopher himself but also in 
his indefatigable, lifelong endeavors in the interest of Husserl’s 
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FELIX KAUFMANN 3 


work. Kaufmann was one of the first to join Professor Marvin 
Farber in founding and organizing, under the auspices of the 
University of Buffalo, the International Phenomenological Society, 
and in editing Philosophy and Phenomenological Research. The 
papers that Kaufmann contributed to this journal, especially the 
two symposia on meaning of truth and on probability, which he 
directed, were undeniably notable events in the philosophical 
life of this country. 

True, Kaufmann was first of all a phenomenologist and never 
ceased to consider himself such. But precisely because of his deep 
understanding of the true intentions of Husserl, he never con- 
ceived phenomenology as a kind of sectarian creed, incompatible 
with and aloof from all the other great philosophical movements 
of our time. Or the contrary, he believed that a broad common 
ground could be found where empiricists, operationalists, neo- 
positivists, neo-Kantians, might meet with phenomenologists. In 
spite of all their striking differences each of these various schools 
of thought has made its valuable contributions to the philosophia 
perennis. Kaufmann regarded it as his most important task not to 
reconcile in a superficial, eclectic way what cannot be reconciled, 
but to lay bare by critical analysis the fundamental issues common 
to all of them. This explains why he could be an understanding, 
though sometimes critical, friend of such different kinds of think- 
ers as Moritz Schlick, Rudolf Carnap, Ernst Cassirer, Edmund 
Husserl, and, in the later years of his life, John Dewey, whose 
eminent role in the philosophy of our time Kaufmann saw more 
clearly than most scholars of European background. 

After his release from the defeated Austrian army, Kaufmann 
decided to study law in order to earn his living as quickly as 
possible, but by avocation he considered himself a mathematician. 
His knowledge of the philosophy of mathematics and physics was 
stupendous. He lived in the world of Russell and Whitehead’s 
Principia Mathematica, of Wittgenstein’s Tractatus, of Hilbert’s 
Axiomatics of Geometry. The works of the great mathematicians, 
of Kantor, Felix Klein, Dedekind, Weierstrass, Borel, Brouwer, 
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were at his fingertips. He also followed with the keenest interest 
the great developments in physics, such as Einstein’s general 
theory of relativity, and Planck’s, Bohr’s, Schrédinger’s, Heisen- 
berg’s and de Broglie’s contributions to the science. Doubtless 
his training in mathematics and physics and the methodological 
problems of these sciences was another basic factor in Kaufmann’s 
development. His interest in these problems brought him into 
contact with the group around Schlick, known as the “Vienna 
Circle.” But Kaufmann was never a member of this circle and 
refused to be regarded as such. He attended their meetings more 
or less regularly, but was always in strong opposition to certain 
basic tenets of neopositivism. His own contribution to the logical 
problems of mathematics is his book, Das Unendliche in der 
Mathematik und seine Ausschaltung (Vienna 1930), which 
evoked the greatest interest and brought its author many gratify- 
ing letters from outstanding scholars in this field. 

But this was the fourth book Kaufmann published; the three 
preceding ones were dedicated to an area of knowledge which 
became the third determining factor in his intellectual develop- 
ment—acquaintance with Hans Kelsen and his “pure theory of 
law.” It was this experience that made Kaufmann a social scien- 
tist. Kelsen was not only a fascinating personality and teacher; 
he offered his students a unique approach to the social sciences. 
The pure theory of law is, in the true sense, a theoretical system 
designed to explain concrete human behavior, in so far as it is 
relevant for the jurist. Based upon the epistemological teachings 
of the neo-Kantian school, according to which it is the method that 
constitutes the object of inquiry, Kelsen’s theory distinguishes 
between the sociological and the juridical aspect of law. The 
latter consists in a body of propositions of specific character, 
called norms, the normative validity of which cannot be derived 
from facts. The “is” and the “ought,” Kelsen says, lie in differ- 


ent planes. 
Kaufmann recognized immediately the merits and shortcom- 
ings of this theory. He quickly familiarized himself with the lit- 
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erature and became one of the prominent members of the circle 
around Kelsen. His main contributions to the development of 
Kelsen’s theory consist in the replacing of the neo-Kantian 
epistemology with the phenomenological, in a clear analysis of the 
double character of the norm which is both substantive norm 
and sanction, in the reduction of the realm of the “ought” (the 
norm) to the realm of the “is” (the underlying human behavior), 
and in a careful elaboration of the criteria of the legal norm, based 
upon human conduct. The three books that embodied these con- 
tributions are Logik und Rechtswissenschaft, Grundriss eines Sys- 
tems der reinen Rechtslehre (Tiibingen 1922), Das Kriterien des 
Rechts (Tiibingen 1924), and Die philosophischen Grundprob- 
leme der Lehre von der Strafrechtsschuld (Vienna 1929). The 
second of these was at the same time Kaufmann’s thesis for his 
degree as a doctor of philosophy, his law degree having been won 
in 1920. The first brilliant book, however, gave Kelsen the oppor- 
tunity to obtain for his favorite student, then only twenty-seven 
years old, an appointment as Privatdozent of philosophy of law in 
the juridical faculty of the University of Vienna. Since this was 
an unsalaried position, Kaufmann had to enter on a business 
career in order to make his living. In this field, too, his extra- 
ordinary gifts brought him full success. Within a few years he 
became the responsible manager of the Austrian branch of the 
Anglo-Iranian Oil Company. But this did not hinder him from 
delivering his lectures at the University and participating eagerly 
in the discussions of various groups of economists, sociologists, 
jurists, mathematicians. His aim was to test his basic concepts 
by the concrete work of these scientists and to find the way from 
them to a general methodology of the social sciences. His book 
written in German, Methodenlehre der Sozialwtssenschaften 
(Vienna 1936), is the same one recently translated into Spanish, 
but should not be confused with the entirely rewritten book pub- 
lished in English eight years later, Methodology of the Social 
Sciences (New York 1944). A comparison of these two books 
reveals the great progress in the development of Kaufmann’s basic 
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concept of knowledge and of scientific procedure, mainly due to 
his study of John Dewey’s Logic, the Theory of Inquiry. He was 
deeply impressed by Dewey’s analysis of scientific procedure, 
though he could not accept his theory of meaning. 

It is characteristic of the manner in which Kaufmann’s mind 
worked that all his books and many of his articles are divided into 
general and special sections. In the former he deals with funda- 
mental problems of deductive logic and methodology; in the 
latter he applies the insight secured by such analysis to the par- 
ticular concrete problems of the individual science under con- 
sideration. 

Two years after the publication of the Methodenlehre Hitler 
invaded Austria and Kaufmann received Alvin Johnson’s invita- 
tion to come to the United States. I happened to meet him for a 
few hours in Paris on his way from Vienna to New York and he 
showed me with deep emotion Dr. Johnson’s telegram and told 
me what it meant to him. He was grateful not only for the 
chance to exchange hell for freedom. Of vast importance was 
the opportunity to pursue his scientific mission with all his ener- 
gies liberated from the yoke of uncongenial and exhausting busi- 
ness activity. “If the great catastrophe were not so terrible,” he 
said, ‘‘and if the misery of all my friends permitted me to rejoice, 
I would consider this turn in my life a blessing in disguise.” That 
he never forgot what Dr. Johnson did for him in this most critical 
moment of his life is clear from the dedication of his last book. 

What Kaufmann achieved here as a teacher is now a chapter in 
the history of the Graduate Faculty of the New School for Social 
Research. What he contributed to the philosophical movement 
of this country has been competently presented by an outstanding 
expert elsewhere.’ I may therefore be permitted to close with 
a personal recollection that illuminates Felix Kaufmann’s char- 


acter as a man and scholar. 


1 See Professor Ernst Nagel’s speech at the memorial meeting held at the New 
School on January 4, 1950, scheduled for publication in Philosophy and Phenomeno- 
logical Research (March 1950). 
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When he sent me a copy of his Methodology of the Social Sct- 
ences I wrote him a lengthy letter. After due appreciation of its 
outstanding merits, I admitted that I consider it basically unfair 
to reproach an author for writing the book that he, the author, 
wanted to write instead of the book the reader would have liked to 
receive from him. Nevertheless, I expressed my regret that he 
had not dealt with certain problems, which I enumerated, stating 
that I regarded them as vital for the social sciences. He answered 
with a charming letter in which he said, among other things, the 
following: ‘You will understand that it was one of my most diffi- 
cult problems to determine the level of depth I should select for 
the foundation of my theory and the width I should give to the 
superstructure. The only possible solution was a compromise. 
My job as I see it was to define the distinction between deductive 
logic and methodology to such an extent that my results could 
serve as a starting point for future investigations. Please do not 
forget that I limited my task intentionally to the investigation of 
the logical structure of scientific inquiry and that within the frame 
of this program the underlying level which you had in mind can- 
not become thematic. The methodologist, too, has his ‘brackets’ 
and has to accept his limitations. But to limit oneself intention- 
ally to a problem does not mean to be limited. Especially during 
the last months I have worked hard on the problem of the con- 
stitution of ideal objects and my thoughts centered around the 
criticism of Plato in Aristotle’s Metaphysic. I hope to be able in a 
not too distant future to present my pertinent ideas in an accept- 
able form.” 

‘‘,..to limit oneself intentionally to a problem . . .”—if this is 
limitation at all, it is of that kind in which, according to Goethe, 
the master first shows himself. And if, as Husserl believed, it 
is the criterion of any true philosopher to approach his problem 
in full awareness of his tremendous responsibility and with fear- 
less intellectual integrity, then, Felix Kaufmann deserves indeed 
to be called a true philosopher. 








THE TTALIAN LAND: MEN, NATURE, 
AND GOVERNMENT 


BY MARIO EINAUDI 


Introduction 


a ITALY, one half of the population lives on the land. There 
happens to be not much of this land, and while some of it is 
exceedingly good, a large part of it is poor or very poor. Under 
such conditions, the mere physical terms of the problem make 
impossible the realization of the ideals of a Jeffersonian demo- 
cratic agrarian society. The easy spatial arrangements of a frontier 
society are often replaced by the intricate relationships of several 
strata, each with valid, though different, claims to the same land. 
The difficulties are compounded by the fact that the land and the 
people living on it are very old. They both suffer, therefore, from 
an age-old exploitation and from the accumulation of ingrained 
habits and traditions which, whether good or bad, are not easily 
altered. 

Yet nothing could be further from the truth than to imagine 
that, as a whole, the picture of rural Italy is a static one. Land 
is born and dies continuously. New groups acquire a dominant 
position while others disappear. Looking at the miracle of the 
creation, over several centuries, of some of the most fertile lands of 
Europe in the Po Valley, one marvels at the ingenuity and the 
persistence of man in regulating the waters and in building up 
from nothing one of the most intensive and efficient of all agri- 
cultural systems. And one remembers the inflation that followed 
World War I, which, in the revolutionary fashion Lenin was not 
slow to appreciate, brought about, in the space of three years, the 
transfer from the bourgeoisie to the peasants of 2.5 million acres 
of the best lands of Italy, or about fifteen times the amount it 
will take the de Gasperi government several years to transfer to the 
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peasants, according to the Sila project, which is the only one so 
far painfully produced. 

But, amidst improvement and rapid change, the stillness and 
immobility of vast areas of the Italian south appear no less real. 
Here, in the uplands of the interior, one comes face to face with 
a sun-baked, treeless, and waterless soil which in its asperity and 
poverty seems to defy the will of man—a will which, if present, is 
sometimes malevolent and bent upon the perpetration of grave 
social injustice. Here one meets the ever-present pressure of a 
population which at several points is largely in excess of what 
even the most advanced agricultural system could sustain. a 

The terms of the agrarian problem in Italy are thus incredibly 
difficult and complicated. They have, because of this, provided 
ab immemorabile the amplest opportunity to reformers, politi- 


_ Clans, experts, demagogues. The solutions offered have varied 


from a purely legal approach, wherein the simple process of divid- 
ing up the land “equitably” among all the peasants provided the 
answer, to the conservationist approach, which stressed the sub- 
stantive issue of land fertility to be restored through integrated 
plans of land reclamation in its broadest sense, to the collectivist 
approach, which, finding fault with the individualism and egoism 
ef all classes of agrarian society, urged the acceptance of collec- 
tive management within a socialist state. The variations and com- 
binations of these and other themes have been innumerable; 
the achievements due to deliberate legislative action have been 
few. In this respect, as in so many others, the action of the Fascist 
government was deleterious. For, apart from the small benefits 
accruing from the reclamation of the Pontine Marshes, under- 
taken largely for the benefit of the uninformed, the main line 
of Fascist agricultural policy was to increase wheat production. 
Italy was to become self-sufficient in order to be able to win great 
wars. What happened, of course, was that the wars were lost, 


- while owners and peasants, spurred by the prospect of immediate 


profits to be obtained from an artificially high price for wheat, 
opened up hundreds of thousands of acres totally unsuited to the 
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cultivation of cereals. Land erosion was extended, as was the 
vicious and poverty-breeding single-crop system. Fascist policy, 
viewed by students of the problems of the south as a deliberate 
attack on the south’s integrity by the north, reinforced the old 
belief that the south was merely a “colony” to be exploited. 

As old and new difficulties are coming to a head, postwar Italy 
is trying once more to deal with the intractable problem of agrar- 
ian reform. By its sustained and organized activities, the Com- 
munist party has succeeded in keeping in the forefront the 
specific evils of Italian agriculture, which, if limited, are no less 
acute and deplorable, and thus in forcing the hand of the major- 
ity party, the Christian Democrats. The Christian Democratic 
party finds itself in the embarrassing position of sincerely believ- 
ing in the need for important agrarian reforms but of having to 
carry out the more difficult reforms mainly in those areas where it 
is weakest in terms of effective acceptance of its program, if not 
in terms of votes. For in the south, more than anywhere else in 
Italy, the notable electoral success of the Christian Democratic 
party in 1948 was due more to the policy of expediency on the 
part of important groups, ready once more to shift to outright 
conservative or reactionary positions, than to any acceptance of 4 
Christian spirit of brotherly sharing of the goods of the earthe 
The government is, however, committed to agrarian reform. It 
is now in the process of beginning to redeem its pledges in the 
south, while at the same time it is engaged in an as yet unrecog- 
nized plan to bring about a revolutionary change affecting primar- 
ily north-central agriculture. But before we can try to assess 
the nature of the more serious problems facing Italian agricul- 
ture and to analyze the policies of the Christian Democratic gov- 
ernment, it will be necessary to provide a minimum of statistical 


background. 


Relevant Statistical Data 


The distribution of the population. The last census (1936) lists 
a total of 8.6 million persons, ten years old and over, engaged in 
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agriculture. They are classified as follows (figures adjusted to 
present boundaries and given in thousands): 


1. Owners 2,775 
2. Crop-sharers (mezzadri) 1,777 
3. Tenants 857 
4. Combining any two or all three of the above conditions 840 
5- Laborers: on a daily wage basis 1,800 
6. “on annual wage basis 378 
7. “on a combined wage and crop-sharing basis 141 
8. Technicians and others 41 

TOTAL 8,609 


Category 1 includes very small, small, and medium-sized farm- 
ers who cultivate their own land with the occasional assistance 
of laborers drawn from Categories 5 and 6. They are in most 
instances independent and fairly well off. Category 2 comprises 
one of the more characteristic groups of Italian agriculture, the 
mezzadri. Typical features of the agreements under which the 
mezzadri have so far operated are (a) either annual or pluriannual 
contracts, which in many instances have through mutual interest 
led to the long tenure whereby, especially in Tuscany, the same 
family has been linked to the same farm for generations and 
owner and farmers have been made equal partners, and (b) a 
sharing of the crops with the owner of the land on a basis which 
today, taking everything into consideration, gives rather more 
than 50 percent to the mezzadri. As a whole, this class is one of 
the more stable in Italian agriculture. Its economic status is gen- 
erally good even though, in certain areas of central Italy, it has 
to contend with poor land. It should be quite clear that the 
mezzadri in no way resemble the American sharecroppers. 

Category g includes the industrialists of Italian agriculture, 
those entrepreneurs who, on the plains of Lombardy, manage with 
scientific care the land they rent. The owner provides little more 
than the bare land with its permanent fixtures, which have, 
however, to be constantly renovated to be kept in good order. 
Since the lessons of inflation, the rent is now often payable in the 
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equivalent of stated quantities of goods and the contracts are 
often long-term, in order to give the tenant the chance to reap 
the full benefit of his investments. The tenant brings to the task 
of managing the land an operating capital which, in the more 
intensively cultivated areas, today equals the capital value of the 
land. He acts as general manager and does little manual work 
himself, hiring instead large numbers of laborers, mostly from 
Categories 5 and 6. As a group, these tenants have performed 
an invaluable economic function, for they are responsible for some 
of the most notable improvements in agricultural techniques in 
Italy. They cannot easily be replaced and the Communists, even 
though carefully keeping alive the tensions between laborers 
and tenants, have not quite given up hope of getting them on their 
side in a struggle for the ultimate elimination of the absentee 
landlord. But the tenant, the classical product of capitalistic 
enterprise, is resisting all blandishments, for he feels that a Com- 
munist regime, no matter how solicitous of technicians, would 
destroy him as a capitalist. 

With Category 4 one enters an impoverished no man’s land 
somewhat above the laborer’s category, but substantially below 
the first three. Here one finds owners of just enough land to 
grow a few olive trees and a few bushels of wheat, who must there- 
fore attempt to secure more land as tenants or sharecroppers. The 
tenants and sharecroppers of Category 4 bear about the same rela- 
tionship to the tenants and crop-sharers of Categories 2 and 3 
as a poor white tenant in the American south bears to the general 
manager of the King ranch in Texas. They are a restless group 
without a well-defined locus of operation, forever shifting in their 
perennial search for security and a better life. Because of the 
unequal bargaining position in which the members of this group 
find themselves they will often, as in the American south, be 
driven to contractual arrangements without any foundation in 


justice or equity. 
Next to the owners, the laborers included in Categories 5, 6, and 
7 form the most numerous group in Italian agriculture. Most of 
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them are day laborers. They look with envy on those who have 
an annual wage contract or who have obtained even a modest 
share of certain crops in addition to their wages. This is the vast 
mass of the landless rural proletariat, which a growing modern 
literature has described impressively, and which is to be found 
in varying degrees of poverty and insecurity in certain areas of 
the Po Valley and throughout the south including Sicily. Seasonal 
or chronic unemployment is the rule for many of them. They 
long for the greater security to be derived from ownership or 
from substantial concessions in terms of annual wages and a share 
in the crops. The tragedy is that both solutions are possible 
only to a limited extent. This is the group that forms the rural 
backbone of the Communist party, even though only a relatively 
small number have joined in the south. 

In this complex agrarian society, the owners have reached the 
farmers’ paradise even though many of them are still poor. The 
tenants of Category 3 are for the most part fully satisfied with 
their status as technicians and capitalists and have no interest in 
the juridical satisfaction that comes from owning property. The 
mezzadri usually want to become owners, and indeed many of 
them have in the past and others are steadily becoming, as the mid- 
dle classes, discouraged and afraid, get rid of their properties. All 
other groups would like to move to the top of the list, impelled 
as they are by a fierce spirit of individualism, which prevents them 
for the most part from developing any sense of collective endeavor 
and solidarity.” 

1 See, for instance, Ignazio Silone, Fontamara (New York 1934) and Bread and 
Wine (New York 1937); Carlo Levi, Christ Stopped at Eboli (New York 1947) . 


2 When the peasant, who is the protagonist of the article “Italian Farm Hand,” 
in Fortune (September 1949) and who belongs to our Category 4, is quoted as saying: 
“the real solution is collectivization. Best would be socialist collectivization; but 
as we cannot yet have that, at least cooperative collectivization . . . you ask what 
I think. Well that is what I think; that’s what we all think,” he is, in effect, 
repeating the Communist party line and not at all faithfully describing the feelings 
of his fellows, for at least 95 percent of them do not want collectivism in any form, 
even though so many of them think of themselves as socialists. For a masterful 
analysis of these issues, see Manlio Rossi-Doria, Riforma agraria e azione meridional- 
ista (Bologna 1948) passim. 
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The distribution of the land. If the functional arrangements 
of agrarian society are complex, the juridical aspects of landed 
property are no less so. A better view of this matter has been 
made possible since the war through the publication of a national 
study on the distribution of landed property in Italy, undertaken 
by the National Institute of Agrarian Economy.° 

Individually-owned land, with its 9.5 million separate tax-pay- 
ing units and amounting to 77.5 percent of Italy’s total acreage, 
divides, according to size of property, as follows:* 


No. of units % of Acres % of tot. 
(in thousands) tot. units (inthousands) acreage 
1. Up to 5 acres 7,931 83.3% 9,395 21.5% 
2. 5 to 25 acres 1,281 13.6 13,082 24.2 
3. 25 to 125 acres 253 2.6 12,625 23.3 
4. 125 to 250 acres 28 0.3 4,890 9-1 
5. 250 to 1,250 acres 19 0.1 9,322 17.3 
6. Above 1,250 acres 2 .O 4,617 8.7 
TOTAL 9,512 100.0 53932 100.0 


In the first group there are 5 million units consisting of no 
more than 1.25 acres each. This extraordinary fragmentation 
of property can be interpreted in a variety of ways. To the 
professional agitator, the large number of people living on this 
land symbolize the peasantry in its most miserable and brutish 
life, the broken rural proletariat, entitled to revolt and to seize 
the land at the other end of the scale.5 The impartial observer 
concurs with the agitator up to a certain point, agreeing that 
most of the 412,000 such units located in the Abruzzi, the 307,000 

8 Instituto Nazionale di Economia Agraria (INEA), La distribuzione della 
proprieta fondiaria in Italia (Rome 1947-49). The regional studies have all been 
published (13 vols.) and one volume of a 2-volume general report has also appeared. 
The inquiry was directed by a leading agricultural economist, Professor Giuseppe 
Medici, now a Christian-Democratic member of the Italian Senate. 

4Adapted from INEA, General Report, p. 18. 

5It should be remembered, however, that the “unit” has essentially a legal 


meaning, and in many instances the same individual will own more than one unit 
in several communes or the same family will own more than one unit in the same 


commune. 
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to be found in Apulia, the 326,000 in Calabria, and many of the 
723,000 in Sicily give meager shelter and sustenance to an impover- 
ished class, which rightfully seeks to improve itself. But on the 
639,000 similar units in Piedmont, and on the 126,000 and 
469,000 units to be found in Liguria and Campania, respectively, 
there live many individuals who have found their small holdings 
a means of improving their security to a remarkable extent. One 
finds here artisians and industrial workers who supplement their 
other income in this fashion, as well as exceedingly able exploiters 
of a few acres of good land on the Riviera or near Naples, where 
flowers and valuable specialized crops can be grown. The con- 
clusion is that no easy generalization can be drawn from figures 
of apparently simple meaning. 

According to the table, 45.7 percent of the land is in units of 
25 acres or less. Further analysis reveals that in terms of farm 
land or cultivable land alone, 55 percent belongs to such units. 
This is an important difference, showing the desirability of con- 
sidering not only the size of the units but also the quality of the 
land. There is no doubt that the generally poor soils in the 
uplands and mountainous terrains, which cover nearly half the 
total land surface of Italy, account for a good many of the larger 
units. 

Further inquiry reveals the fact that a large concentration of 
individually-held units of above 250 acres occurs in relatively few 
of the regions of Italy. Their distribution may be seen in’ the 
figures on the following page.® 

It is apparent that nowhere in northern Italy is there any 
excessive concentration of land. The average of something less 
than 14 percent of total area occupied by units of 250 to 1,250 
acres in the Po Valley is due to the unavoidable require- 
ments of production on flat, irrigated land, requiring heavy 
and continuous capital investment. To the surprise of many 
persons, Tuscany is the region where the highest concentra- 
tion of property is to be found; nearly one half of all private 


6 Adapted from INEA, General Report, p. 22. 
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Units of Units of 1,250 Total units of 
250—-1,250 acres or more acres 250 or more acres 
(in percent of total area of region) 
Piedmont 8.1% 3.6% 11.7% 
Liguria 3-1 0.2 3-3 
Lombardy 14.4 2.1 16.5 
Tridentine Venetia 12.7 5.2 17.9 
Venetia 12.4 4-1 16.5 
Emilia 14.4 2.4 16.8 
Tuscany 26.2 23.0 49.2 
Marche 12.9 2.2 15-1 
Umbria 25.6 11.3 36.9 
Latium 16.9 21.5 38.4 
Abruzzi 6.8 5-5 12.3 
Campania g.0 2.4 11.4 
Apulia 24.9 10.3 35-2 
Lucania 24.5 12.6 37-1 
Calabria 21.1 12.4 33-5 
Sicily 20.4 10.7 31.1 
Sardinia 22.5 6.1 28.6 
Italy 17.4 8.5 25-9 


lands is in units of more than 250 acres. But the important 
point is that all the larger estates are divided into smaller farms 
(poderi), each with a house and a family of mezzadri (the crop- 
sharers of Category 2). Thus, while the legal units are large, 
the agricultural units are much smaller. Concentration of land 
in Tuscany, therefore, means something quite different from 
concentration of land in Latium, Lucania, and Sicily. Whereas in 
Tuscany, concentration of land has not prevented the parceling 
of large estates into generally well-managed farming units, each 
run by a peasant family who often for generations has lived and 
worked in the same place, in the three other regions land con- 
centration has most of the worst features that one normally asso- 
ciates with it. The land is not intensively cultivated; usually, no 
“modern techniques are used nor is any effort made to link the 
peasant to the land in a fruitful and stable way. Thus, the adop- 
tion of uniform rules for the transfer of large estates in Tuscany 
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and Sicily, would, in Tuscany, for the most part, upset a satis- 
factory balance established as a result of evolution and experimen- 
tation, without achieving either social justice or higher produc- 
tion, while only in the south, under certain conditions, would 
the redistribution of large estates achieve both these desirable 
goals. 

Before analyzing the problem of the south in more detail, brief 
mention must be made of the 22.5 percent of Italian land owned 
by the public or corporate bodies. The following figures show the 
distribution of this land according to types of holders.? 


Acres 
(in thousands) 


Central government 1,320 
Provinces 36 
Communes 8,767 
Ecclesiastical bodies 1,162 
Hospitals and charitable institutions 685 
Corporations 1,495 
Others 2,168 

TOTAL 15,633 


Nearly two thirds of all public lands is owned by municipali- 
ties. This is mainly poor land, including pasture and some 
woodland; 74 percent of it is in mountainous regions. The best 
land belongs to hospitals and joint-stock companies, and is 
usually well managed. Church lands, 44 percent of which is in 
the mountains, have no particular importance. What govern- 
ment land there is in the better farm areas could undoubtedly 
be improved in its management. While Sicily has practically 
no public lands (only 5.8 percent of all land, as against the national 
average of 22.5 percent), Latium has 33.6 percent of its land 
in public hands, much of it belonging to the state and to other 
public bodies. Undoubtedly, a better use of these lands in 
the vicinity of Rome would relieve a certain amount of local 
peasant pressure. 


7 Adapted from INEA, General Report, p. 42. 
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The Problem of the South 


The statistics given above point to the south as the area where 
an agrarian problem exists, but one must leave the statistics and 
look at the substance of things to gain a clear view of the depth 
of the permanent crisis which keeps the south depressed. 

An initial distinction is necessary, for not all of the south is 
depressed. There are areas under “intensive” agricultural exploi- 
tation, chiefly along the coastline and in the hills rising steeply 
away from it. These are the lands where the beautiful orange 
groves, the almond trees, and the orchards give the traveler 
those memorable visions of beauty and of man’s persistence and 
dedication to the soil. These lands, in which small individual 
holdings are the rule, cover only one tenth of the total surface 
of the south, but they sustain one half of its peasant population 
and account for one third of the value of its agricultural produc- 
tion. Thus, they are seven times more productive than the rest 
of the southern lands, an extraordinary contrast. The boundaries 
of these fruitful areas could be extended, and, at the same time, 
their crops could be improved by more modern agricultural meth- 
ods. Citrus fruits, nuts, vegetables, and other crops of the region 
are used largely for export, and a constant improvement in quality 
and in shipping and marketing techniques is necessary if these 
farmers are to be able to compete profitably in international 
markets. 

But leaving this “happy south” of the classical poets, we come 
face to face with another and very unhappy south, given over to 
“extensive” agriculture, stretching through the uplands of the 
interior and some of the lowlands which reach the sea in malarial 
swamps. Here most of the trees have been cut down, and the 
unchecked waters relentlessly carry away what is left of the top 
soil and deposit it in infested marshes. On these barren slopes, 
cultivation has been extended beyond any reasonable limit 
and is accelerating the disintegration of the soil. The soil itself 
is mostly clay and thus would strangle the roots of any tree that 
might be planted on the unimproved land. A primitive wheat 
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agriculture rules: in Sicily, 55 percent of the total land area is 
given over to it. 

Within this “extensive” agricultural area, two types of property 
are found, both of them properly classifiable as latifundistic: (a) 
the great estates (the only ones usually called latifundia), covering 
probably some 5 million acres and in the hands of a few thousand 
owners; (b) the small and very small peasant holdings, which cover 
several more million acres and are owned by several hundreds 
of thousands of peasants. Between the very large and the very 
small, there is usually nothing. 

These natural and juridical conditions combine to produce 
certain results which are best appraised by comparing the north 
and the south. In the north, Italian agriculture, by and large, 
has water at its disposal and uses it cleverly. Where there is no 
water in the hillsides, vineyards and other trees, which prevent 
erosion, alternate with fields and meadows. Scientific crop rota- 
tion is used, as well as crops like alfalfa and clover, to restore 
the fertility of the soil. Above all, the cycle that links animal 
life to the soil is accepted as basic, and therefore cattle are every- 
where in evidence. Thus is the balance of nature maintained. 

In the south, there is little water and what there is, is not wisely 
used. The already low fertility of the land is gradually being 
destroyed by the reliance on fertility-consuming crops. We have 
in the Italian south very much the situation the Tennessee Valley 
Authority found in the Tennessee Valley. ‘The technical prob- 
lems of recovery are, therefore, up to a certain point, the same. 
As always, bad agriculture tends to make things worse. In Lucania, 
the number of cattle has been reduced by half in the last forty 
years. The landscape is dominated by the donkey, a friendly and 
useful animal but in no position to benefit the land on which 


it lives. 
The second contrast between north and south has to do with 


the unit of production. The north has farms, the south has none. 
The north has built its entire agricultural system around the farm 
as a unit of production. It may be a fairly big farm, as in the 
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Po Valley where the plains invite the use of machines. In the 
vineyard hills of Tuscany and Piedmont, the farm is smaller. But 
there is always a house in which a family lives, either as owners 
or tenants or crop-sharers, and surrounding the house is enough 
land to give the appropriate amount of work to that family. 
Sometimes the land may be the property of more than one owner, 
but legal issues are not allowed to obscure the economic need 
for maintaining a viable production unit. 

In the critical areas of the south, there are almost no such 
farms conceived as units of economic production. The small 
and very small peasant owner cultivates one or two widely sepa- 
rated small patches of land. Since they are not enough to give 
him sustenance, he rents a few more scraps of land from the own- 
ers of the latifundia. Acting through his agents, who are often 
ruthless and unscrupulous, the owner rents on a precarious basis 
to the hungry peasant. Thus the latifundium, juridically one 
unit, is economically atomized into a thousand unrelated pieces. 
The owner is not interested in a plan of production, but only in 
collecting his rent, a simple and painless procedure. From his 
point of view, this is also a more profitable undertaking than to 
have a production plan with its ensuing worries, responsibilities, 
and a capital investment that he is unable to make. It is profit- 
able, too, because, in their scramble for land, the peasants bid the 
rents up to a level which is destructive of their interests. 

Thus, there are no farms—only man alone, face to face with a 
hostile land and forced to cultivate scattered fragments, involving 
hours of exhausting walks from one to the other. This accounts 
for the lifeless appearance of the uplands of Sicily and for the 
existence, on the other hand, of huge rural “towns” in which all 
the peasants live. Since his land is scattered to the four winds, 
the only possible solution for the peasant is to live in a central spot 
from which he can plod north, south, east, or west, in his endless 
and pitiful effort to keep alive. 

It seems clear, therefore, that while in a juridical sense one 
may include only the large estates among the latifundia, in an 
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economic and substantive sense, both the large estates and the 
small peasant holdings have to be included. They all form one 
economic system inextricably linked and all of it bad. Fascist 
policy made matters worse with its battle of the wheat, which, 
when carried to the south, was sheer economic madness. 

The poverty of the soil has created an impossible agricultural 
system, which, in turn, has created great social tensions.6 The 
land-owning class feels itself threatened and fights back with a 
stubborness and narrow-mindedness born of both the habit of 
privilege and its weakening economic status. The peasants them- 
selves, even in their deep poverty, have in no way modified their 
extreme individualism, which often manifests itself as suspicion 
and greed; these qualities have usually prevented them from 
accepting the discipline of cooperative efforts that could do much, 
even under present conditions. The low level of education and 
a certain resignation to fate further complicate the problem. In 
the half century between Italian unification and the first world 
war, the one way out was emigration. The relief was only tem- 
porary and, incredible as it may seem, was even resented by some 
landlords, who saw in emigration a lessening of the numbers of the 
impoverished peasants whose competition for land kept rents 
high. 


Avenues of Approach 


This is the dark and seemingly hopeless picture that led one 
very able proponent of reform, Manlio Rossi-Doria, to say that 
everything about southern agriculture is absurd and that a clear 
solution of its problems cannot be envisioned.® Before trying to 
describe the possible avenues of approach to the problem, it is 
necessary to identify with some geographic precision the most 
depressed areas. According to Professor Medici, they are six 
in all, one in the north and five in the south. Going from north 
to south, they are the Po Delta (not the Po Valley); the lower 


8 See Rossi-Doria, op. cit., especially pp. 227 ff. 
9 Ibid., p. 238. 
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Maremma between Tuscany and Latium; Upper Apulia; the 
Lucanian lowlands; the Calabrian Sila stretching from the moun- 
tains to the sea; and the Sicilian uplands. The total area involved 
may be roughly estimated at 8 to 10 million acres, or 10 to 15, per- 
cent of the total agricultural land surface of Italy. It includes 
both large and small properties, malarial plains and deforested 
hills, and both thinly and heavily populated zones. Everywhere 
there is room for substantial improvement and drastic change. 

Measures affecting the size of big holdings. Within the six areas 
under consideration, properties to be classified as latifundia 
probably occupy about half the total surface. While a few of 
them may be well managed, most of them must be regarded as 
inefficient units, and their transfer to hands more capable of 
exploiting them properly is desirable. Furthermore, when, as is 
true in certain communes, perhaps two thirds of the commune’s 
surface belongs to one big estate and there is no free land market, 
the result is an unhealthy static condition. The most pressing 
problem, from the point of view of production, is not usually that 
of breaking up the estates, for, as we have seen, they are already 
broken up to a deplorable extent. The question is how to 
improve their productivity and the relation of the peasants to the 
land. But, as most of the present owners, left to themselves, are 
apparently unwilling or unable to do that, the formal problem of 
property transfer asserts itself as the initial step. ‘The most authori- 
tative and best informed opinion on this matter suggests two 
weapons as best suited to this end: the first is taxation, the second 
emphyteusis. 

For the past few years, a capital levy has been in the process 
of collection in Italy. If the present capital levy were to be 
enforced relentlessly and “rudely,” as has been suggested in very 
high quarters, it is believed that it would inevitably bring about 
the forced surrender of large tracts of land by the worst offenders 
in the latifundian class. The levy would hit particularly hard 
those individuals whose sole capital asset is a large estate yielding a 
low income. If the government were to refuse to compromise or to 
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tolerate delays, the estate owners would be forced to sell in order 
to meet their tax payments. Thus, the tax would automatically 
discriminate in favor of those who deserve to survive, while 
destroying those guilty of primitive agricultural practices. In 
this way, several million acres of land could be transferred from 
the present owners to other owners. 

Merely effecting a transfer of land, however, does not settle the 
problem, for in many instances the state would have to intervene 
until the land could find its way to the peasant. It is at this point 
that the old contract of emphyteusis is thought to be of value. In 
general, no peasant has the money with which to pay for the land, 
and even if he had, it would be unwise for him to use up all his 
capital for mere acquisition when so much is needed for improve- 
ment. The classical emphyteutic contract was in essence nothing 
more than a perpetual rent contract, in which the owner retained 
the ‘‘naked” title to his land, while the tenant acquired its “bene- 
ficial” possession. The rent could be fixed in kind on the basis 
of the prevailing rate of interest on the capital value of the land 
at the time of the agreement. The main attraction for the owner 
was the guarantee of a perpetual rent that would not depreciate. 
The chief attraction for the tenant was his knowledge that after 
he had been able to improve the land and multiply its productiv- 
ity two, three, five, or ten times, the effective burden of the rent 
would be reduced to one half, one third, one fifth, or one tenth 
of the original burden. All historical evidence points to the eco- 
nomic efficacy of the emphyteutic contract as applied in its original 
form up to the middle of the nineteenth century. 

The present Italian Civil Code (Art. 791), inspired by the anti- 
feudalistic principles of the Napoleonic Code, recognizes the right 
of the emphyteutic tenant to buy the land after twenty years. 
This provision, in effect, kills the emphyteutic contract, since it 
gives the tenant the right to buy the land at the moment most 
favorable for himself, without giving the owner any counter- 
vailing right to dissolve the contract. One can see today, after 
a century, the damage inflicted by the abolition of a “feudal” insti- 
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tution, which was more in keeping with the goals of improving 
the land and its effective transfer from the middle classes to the 
peasants than was the private property concept that replaced it. 

There is a firm belief among the more thoughtful students of 
Italian agriculture that a revival of the essential features of the 
emphyteutic contract would prove invaluable throughout Italy, by 
providing a satisfactory basis for reconciliation of the interests 
of the peasants, of the owners, and of production, where those 
interests still need most to be reconciled. 

Measures affecting small holdings. As public intervention is 
needed to bring about the adjustments considered above and the 
best possible distribution and uses of the land that would become 
available thereby, no less is public intervention needed to halt the 
disintegration and chaos which characterize the management of 
small and very small peasant holdings. Just as the big estates 
must be recast, so should the small peasant holdings be pieced 
together. What is needed is a process of integration aiming at the 
creation of tolerably self-sufficient farm units and at the settlement 
of the peasant population on the land itself, in conjunction with 
the transformation of the big estates. One might thus begin to 
put an end to the appalling waste of human energy resulting from 
the scattering of properties cultivated by peasants who live 
crowded together in the big rural cities of the south. 

Measures affecting owner-tenant relations. What may be done 
to large and small holdings would not be enough to solve all the 
problems of Italian agriculture. Many delicate issues would 
remain between owners and tenants or, outside the depressed 
areas, between tenants and laborers in the Po Valley. The prob- 
lem can be stated as the overall one concerning contractual 
relationships in the areas where property relationships would 
remain unchanged and where emphyteusis would not be practical. 
The task here is to establish, on a local basis, general conditions 
by which tenant agreements should abide, and to improve the 
condition of farm laborers by insuring for them a share of certain 
crops. Even so, many of the problems within this category cannot 
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ving be solved merely in terms of agrarian policy. Some of the difficul- 
the ties are due to the requirements of seasonal work, and as the 
t. United States knows from its bitter experience with the migratory 
s of workers of California, these are by no means simple problems. 
the In Italy, the further development in the south of small factories or 
, by artisan activities might supplement agricultural work at its sea- 
rests sonal low. 
10se Land reclamation and agricultural techniques. In the long run 
little will be achieved unless the fertility of the soil and its pro- 
n is ductivity are improved. In all the depressed areas, integrated 
the plans adapted to the requirements of the locality must be evolved, 
ome perhaps on the pattern of the Tennessee Valley Authority. 
the Regional authorities, owing their ultimate obedience to the cen- 
t of tral government but operating as part of a regional framework, 
ates should plan and carry out programs of reforestation, water control, 
ced technical education, and distribution of fertilizers, to bring about 
the the conditions within which a more rational agriculture may 
ent _ develop. This would mean shifting to a more complex agricul- 
vith ture, just as the Tennessee Valley moved from the simple agri- 
1 to culture of cotton and corn to the more complex one of forages 
‘om and cattle and dairying. While these are obviously long-range 
live programs, which may take half a century for full fruition, they 
should be undertaken at once. 
one Need for an administrative class. Competent administrators 
the moved by a missionary zeal in the accomplishment of their task 
uld are not easy to find in any country. Too often there develops a 
sed tendency to consider the job itself more important than the goals 
‘ob- to be achieved. After the end of the first world war, a number 
ual of latifundia were turned over to the National Veterans’ Associa- 
uld tion (Opera Nazionale Combattenti) for distribution among 
cal. returning and landless veterans. Today, most of this land 
ons remains undistributed. The latifundia are still intact and 
the though they yield only a meager return, it is adequate to pay 
ain the salaries of those whose task it was to liquidate them. Thus, 
not while both agency and latifundia should have been liquidated 
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according to the spirit of the law, both have perpetuated them- 
selves to the exclusive benefit of the former. It is therefore impera- 
tive that those who will in future be entrusted with the manage- 
ment of these problems consider of prime importance the farm- 
ers to be helped, and regard their task as accomplished when 
independent and fairly prosperous families have been established 
on the land, even if, at that point, some of the public machinery 
may have to be dismantled as superfluous. 

In postwar Italy, the problem is further complicated by the 
probable future competition of central and regional governments. 
The Sicilian region, for instance, has already advanced certain 
claims in the field of agrarian reform. The flexibility which TVA 
has demonstrated in its relations with state and local authorities 
will be needed in Italy in order to avoid a costly and confusing 
duplication of activities. 

General requirements. One must add, lastly, a few comments 
on the creation of those general political and economic conditions 
without which no progress would be possible. Foremost is the 
question of raising the educational level of the populations 
affected. Schools of all kinds, for young and old, classical and 
technical, are needed. The narrow walls within which life seems 
to move must be broken and with them the prejudices and the 
prevailing lack of political responsibility. Too often the state 
is considered the enemy, or the fat cow to be milked, regardless 
of the contribution made by the individuals themselves to the 
goal in view. 

The south has always felt itself discriminated against by the 
industrial interests of the north and has complained bitterly that 
the high tariff policy forced upon the country by northern indus- 
trialists has resulted in the unreasonable prices which the impover- 
ished south has to pay for finished and industrial commodities. 
There is some truth in this complaint, and no better moment 
than the present will ever be found for a courageous demolition 
of the protective walls, which timid and often inefficient industrial- 
ists are still anxious to retain. One moves from the problem 
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of the agrarian south to the issues of European unity and to the 
creation of those larger free markets which a new Europe must 
attempt to establish as a condition of its survival. 

And looking beyond Europe, the entire world must be called 
upon to contribute to the relief of population pressure, for no 
matter what improvements are made, the simple fact remains that, 
for the next fifty years, there will be too many people in Italy. 

When, with easy and sweeping generalizations, it is maintained 
that agrarian reform can be carried out in Italy along eastern 
European lines, these three basic premises are ignored: (a) the 
problem affects only about 15 percent of the agricultural land of 
the country; (b) the land is as poor as the Hungarian and 
Ukrainian lands are fertile; (c) the population density is incom- 
parably greater than in the east. It is with humility that one 
must face the long series of problems of incredible difficulty, which — 
imply nothing less than a total rebuilding of a society’s social and 
economic structure. 


Projected Government Action 


The Opposition. Before considering the government program, 
something should be said about the opposition program, in this 
instance, the program of the Italian Communist party. The gen- 
eral Communist program of agrarian reform was outlined at a 
meeting of the Communist “Land Constitutent Assembly” in the 
summer of 1948. In essence, the project envisioned a sweeping 
transfer to the peasants of all properties above 250 acres.’° In 
spite of this generosity, Communist success has been smallest in the 
areas where agrarian reform is needed most. The most recent 
official Communist figures on the geographical distribution of 

10 The Italian Communists appear to be more conservative than the London 
Times which, in an editorial on December 8, 1949, stated that the poverty of the 
southern peasants seemed “monstrous” to tolerate, “while 46,162 private land owners 
Own 19,102,980 acres or 36 percent of the cultivable land in Italy.” Thus, the Times, 
in an unexpected outburst of revolutionary fire, included among the “capitalists” 
to be expropriated the owners of farms of from 125 to 250 acres, many of them 


peasant owners. The myth of a “feudal” Italy dies hard, as does the other one of 
“uncultivated” land lying fallow and merely waiting for the peasants to take it over. 
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party members show a steady decline in the south, during a period 
when total membership was at best unchanged. Whereas in 
1947, southern members made up 20.55 percent of the total, 
they had declined to 17.24 percent in 1948 and to 16.5 percent 
by July 14, 1949.11. This decline is undoubtedly due to a shrewd 
suspicion on the part of the peasants that a primary insistence on 
land transfer is largely irrelevant, and would cause, if applied 
extensively outside the depressed areas, a drastic collapse in the 
level of production, which is kept high only because of the 
continued investments on the part of those to be eliminated.” 

Article 44 of the Constitution. The majority party is bound 
by constitutional requirements, by its programmatic statements, 
and by reason of sheer political expediency to undertake reforms 
in the field of agriculture. 


11 See Celso Ghini, “L’Organizzazione del partito nel momento presente,” in 
Rinascita (August-September 1949) p. 395. This magazine is edited by Togliatti. 

124 typical Communist statement can be read in an article by the Communist 
deputy Pietro Grifone in the January 6, 1950, issue of the Cominform bulletin, 
For a Lasting Peace, for a People’s Democracy! Grifone sums up his thoughts as 
follows: 

“As soon as the Government announced the ‘law’ of Calabria, according to which 
the poor peasants should pay the landlords for land, the peasant organisations and 
Communist Party immediately launched a counter-offensive, calling upon the poor 
peasants throughout Italy to intensify the struggle for the land being handed over 
immediately, in perpetuity, to all and everywhere. 

“This slogan, advanced by the trade unions and Communist Party, was enthusi- 
astically taken up by the fighting masses. 

“Land to the peasants now, and not six years hence or after irrigation work, as 
the Government suggests. Not only this but also the necessary assistance to enable 
poor peasants to begin production. 

“Land in perpetuity—this land to be had at a low price. Land to all, the poor 
peasants, to the non-propertied, and those with small plots, and not to a restricted 
number of privileged, selected for purposes of corruption and disruption. 

“Everywhere, because there is no reason why land should only be distributed in 
Crotone, Calabria, and not throughout Italy; in all other regions where the matter 
of the expropriation of the big estates and the handing over of the land to the 
peasants, is as acute as it is urgent.” 

For the Communist point of view, see also Emilio Sereni, La questione agraria 
nella rinascita nazionale italiana (Turin 1949) pp. 333. Of interest, too, are the 
writings of a brilliant southern publicist, Guido Dorso, who after his death was 
claimed by the Communists as one of their own. See especially Dorso’s Rivoluzione 
meridionale, 2nd ed. (Turin 1945) p. 328. 
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Article 44 of the Constitution owes its final form largely to 
Christian Democratic backing in the Constituent Assembly. It 
must be regarded as expressing the middle Christian Democratic 
position, further to the right than the Communist one of whole- 
sale expropriation, and more to the left than the conservative 
position of avoiding in the Constitution any rigid objectives of 
an economic nature. The article reads: “For the purpose of 
securing a rational exploitation of the soil and of establishing 
just social relationships, the law imposes obligations and restric- 
tions on private property in land; it fixes limits to its extension 
according to the region and agrarian zone; it promotes and 
requires reclamation, the transformation of latifundia, and the 
reconstitution of productive units; it aids the small and medium- 
scale proprietor. The law frames provisions in favor of the 
mountainous zones.” 

The most significant clauses of the article are two. The first 
is that which sanctions the fixing by law of limits to the extension 
of private property in land, the limits to vary according to the 
character of the various agrarian zones. The second is the 
statement that the law will not merely promote land reclamation, 
the transformation of latifundia, and the reconstitution of pro- 
ductive units, but will require it, and will presumably enforce 
penalties against those who do not reclaim, transform, and recon- 
stitute. This indicates a potentially decisive state intervention 
to back those substantive changes which must take place in the 
productive structure of Italian agriculture, if reform is to 
mean something more than mere play with evanescent legal con- 
cepts. It is interesting to note that this mandatory clause was first 
introduced by one who is classified as a laissez-faire economist, 
the present President of the Republic, then a member of the 
constitutional committee of the Constituent Assembly. 

Prime Minister de Gasperi’s views. Signor de Gasperi chose 
the first anniversary of the 1948 elections to issue a general state- 
ment concerning the government’s intentions on agrarian reform." 


13 See full text of interview in J] Popolo, Rome, April 17, 1949. 
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The government’s motive in undertaking agrarian reform was one 
of social solidarity, “aiming at a more equitable distribution of 
land and at increasing, together with the number of owners, the 
chances of a social structure based upon a better economic equi- 
librium and a greater effective freedom.’ Getting down to details, 
the Prime Minister indicated that the government intended to 
distribute communal and state lands in so far as they could be 
developed for agricultural purposes, and would take over vary- 
ing percentages of land from certain groups of large owners. 
These owners, both private and corporate, were said to number 
about 8,000 with total land holdings of about 8.2 million acres, 
or an average of slightly more than 1,000 acres apiece. The 
percentages to be expropriated were to vary from 20 percent, 
presumably for the smaller and better managed properties, up 
to 50 percent in extreme instances of size and mismanagement. 
Approximately 3 million acres would be taken over in this way. 
The Prime Minister hinted that the selection of the 8,000 con- 
tributors to the land pool had been made not on the basis of size 
alone but also on that of taxable income. This second criterion 
had the obvious disadvantage of discriminating against those who, 
because of their good management, had succeeded in increasing 
their taxable income. In a statement published in the Italian 
press on December 10, 1949, the Prime Minister made the govern- 
ment’s ultimate goal clearer when he spoke of 3.75 million acres 
to be made available to about 250,000 peasant families. This 
figure would correspond to somewhat less than one half the 
area of 8 to 10 million acres constituting Italy’s depressed agri- 
cultural areas. The balance is presumably to be taken in hand 
through land reclamation and other policies designed to create 
more efficient units. 

The Segni Bill on agricultural contracts. The government's 
intentions must be tested in the legislative field. At this writing 
(January 1950), Parliament has before it for discussion two major 
pieces of legislation: the Segni Bill on agricultural contracts and 
the bill creating a Sila Authority. Both are government bills. 
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The Segni Bill (bearing the name of the Minister of Agricul- 
ture) is the more important of the two and the most surprising of 
all the proposed actions of the present Italian Christian Demo- 
cratic government, for, if approved, it will have far-reaching and 
revolutionary consequences and will bring about the de facto 
transfer of land from the owners to the peasants in an area in 
which even the Communists have been hesitant to suggest 
sweeping action (when one remembers their 250-acre limit). The 
Segni Bill, would, in effect, give permanent contractual tenure to 
the farmers included in Categories 2 and 4 of our classification 
of persons engaged in agriculture. The largest and by far the 
most important group affected would be the mezzadri, who would 
become the real owners of the land, leaving to the present owners 
only the task of continuing to supply the capital needed to keep 
it productive. 

This remarkable result is achieved by introduction of the con- 
cept of “just cause.” No owner would in the future be able to 
give notice to any mezzadro without “just cause.” The bill 
attempts to give a list of “just causes” for dissolution of the 
contract, the most important of which is the finding by a judicial 
and expert body that the mezzadro has been guilty of “‘significant”’ 
violations of “contractual” obligations in his operation of the 
farm. In practice, any such finding is a remote and altogether 
unlikely possibility that can be dismissed from the realm of 
reality. No mezzadro can ever be found guilty by outsiders of 
“significant” and ‘contractual’ malpractices, since the con- 
tractual obligations in this field can seldom be defined with 
sufficient legal precision, and since the “significant” line dividing 
well managed from poorly managed lands is impossible to fix. 
The major consequence of the Segni Bill will be the permanent 
attachment to the land, as de facto owners, of several hundreds 
of thousands of farmer families operating some of the best lands 


of northern Italy, from Tuscany and Marche to Venetia and 
Piedmont. This de facto expropriation without compensation 
of the Italian middle class will be brought about in an area 
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which, on balance, may be considered the most fruitfully and 
equitably organized sector of Italian agriculture. 

The pressure of relatively few and localized distressed condi- 
tions, which could be easily remedied by giving the affected 
mezzadri the necessary guarantees of a fair deal, apparently 
justifies, in the eyes of the Christian Democratic party, support 
of a measure that will reduce a large group of small owners 
(many of them with properties of less than 125 acres) to impo- 
tence and will add substantially to their burdens, since no less 
than 4 percent of the gross salable output must be invested by 
the owner in capital improvements. 

Nor will the emphyteutic contract be of help here, for no 
mezzadro will be willing to pay an initially substantial rent for 
what he hopes to get in the end for very little. The probability 
is that, over a period of time, the owners, no longer able to 
manage their lands freely and aware of the absurdity of their posi- 
tion, will sell their properties to the mezzadri at greatly reduced 
prices. 

This may indeed be a proper objective of government policy. 
If it is, it should be debated and its approval sought on this basis. 
The extraordinary thing is that a bill having these probable 
ultimate results is being discussed as a measure aiming only at 
the establishment of well-known, if untried, principles of “con- 
tractual” relationships. Actually, one must view the moment of 
the enactment of the Segni Bill as the beginning of the most 
radical and important agricultural reform to take place in 
Italy in modern times. Nor are the political implications of 
the Segni Bill less important. Amidst all the obscurities of intra- 
party conflicts and tendencies, the bill seems to show the strength 
of a northern Christian Democratic current, moving with 
unmatched speed to extreme leftist positions, as soon as it is 
unhampered by the conservative influences fighting for control 
of the party. 

The Sila Authority. It is one of the paradoxes of political life 
that the changes discussed above are pending in areas where 
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tensions and conflicts have usually been absent. It is only with 
the recently introduced bill on the creation of the Sila Authority 
that the government has begun to face some of the problems 
generally mentioned in current discussions of agrarian reform in 
Italy. 

The bill, introduced on December 2, 1949, proposes to create— 
a Sila Authority in Calabria, with jurisdiction over approxi- 
mately 1.25 million acres of badly eroded and exceedingly poor 
land, extending, ironically enough, from the plains of ancient 
Sybaris, through the remnants of the forests of the Sila Moun- 
tains, southward to the land of the so-called Crotone Marquisate. 
All estates of 750 acres and over are to provide land for the imme- 
diate settlement of peasant families. Whether only the land 
in excess of 750 acres or all the land of these estates is to be 
expropriated will apparently be decided on the basis of specific 
local requirements. Ultimately, more than the 150,000 acres 
currently mentioned may be taken over by the government. ‘Two 
main lines of action are contemplated. First, 5,000 peasant families 
are to be settled permanently in houses to be built on the expro- 
priated land, with 12 to 20 acres of land for each. It is hoped that 
with continuous government supervision and assistance, 5,000 
well-rounded production units, raising fruit trees, forage, and 
cattle, will be developed. Second, 4,000 other families will be 
helped to integrate their present scant holdings through access 
to land to be managed as a whole under the direction of the 
Authority itself. The second approach, to be used where the 
prompt creation of independent farm units is not possible, will 
lead to interesting experimentation in reconciling the indi- 
vidualism of the Calabrian peasants and the cooperative exigencies 
of the new venture. A sum of go billion lire (about go million 
dollars) is to be appropriated to meet the estimated cost of the 
resettlement and development plan. 

The success of this attractive plan will depend on the speed 
and intensity with which it is carried out and on the ability of 
those entrusted with the leadership of the Authority. The Author- 
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ity’s president is to be appointed by the President of the Republic 
and will be assisted by a board of directors of ten members 
appointed by the Prime Minister, six of them agricultural experts 
and four chosen from civil servants representing the Ministries 
of the Treasury, Agriculture, Public Works, and Social Welfare. 
Once a Calabrian regional government is established, it is likely 
that it will proceed along the lines of the already established 
Sicilian regional government which, on November 8, 1949, stated 
its intention of taking an active hand in agrarian reform in Sicily, 
and declared itself “oriented” toward asking the central govern- 
ment for 40 million dollars to allow it to tackle the problem of the 
Sicilian latifundia. Since this is likely to prove a popular “‘orienta- 
tion,” once all regional governments have been established, the 
question of central-regional relationships in the Sila and elsewhere 
is one that cannot be avoided for long. Since the chief impulse, 
the main technical direction, and all the funds required will 
continue to come from the central government, the main regional 
contribution to the several authorities to be ultimately created 
should be that of local knowledge and insight into local require- 
ments, without which any reform plan must suffer. 

















lic 
ers 
rts 
ies 
re. 
ely 
ed 
red 
ily, 
rn- 
the 
\ta- 
the 
ere 
lse, 
vill 
nal 
ted 
ire- 








BRITISH PLANNING UNDER THE 
LABOR GOVERNMENT’ 


BY SAMUEL H. BEER 


‘Dw there should be some kind of central economic planning 
is not an issue in Britain today. Even Professor Jewkes, one of 
the severest critics of the Labor government’s planning, accepts 
the “Keynesian revolution” and proposes that the state intervene 
to maintain employment and prevent inflation by compensatory 
fiscal policy. He cites with approval the White Paper on Employ- 
ment Policy issued by Churchill’s Coalition government in 1944.° 
This statement of policy and the type of planning it involves 
represent a minimum on which all parties and nearly all experts 
in Britain are agreed. 

A second type of planning follows from proposals to use the 
techniques suggested by the Keynesian analysis not only for 
compensation, but also for expansion and social reform. Lord 
Beveridge, for example, attacked the White Paper as stating 
merely a policy of “public works, to be expanded or contracted 
to compensate for contraction or expansion in private investment” 
and proposed in its stead “a long-term programme of planned 
outlay, directed in the first instance against the giant social 
evils of Want, Disease, Squalor, and Ignorance and towards the 
raising of productivity by improvements in our capital equip- 

1 This article is the second half of a chapter on British planning during the war 
and under the Labor government, to be published in a revised edition of Findlay 
MacKenzie’s Planned Society. While the article is based largely on printed 
materials, the author wishes to note that he has profited greatly from conversations 
with Professor Gilbert Walker of the University of Birmingham and with 
Dr. Martha Black, who recently spent several months in Britain making a study 
of the planning machinery of the Labor government. 


2See John Jewkes, Ordeal by Planning (New York 1948). 
3 Cmd. 6527. 
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ment.” * Like the authors of the White Paper, the champions of 
such a policy propose a kind of central planning that relies chiefly 
on financial controls. Unlike the proposals and methods of 
the White Paper, however, the kind of planning involved in 
Beveridge’s approach leads to a considerably greater measure 
of state intervention. 

A more important distinction—and, it may be said, a more 
heated controversy—emerges when we turn to a third type of 
central planning that goes beyond the techniques suggested by the 
Keynesian analysis and adopts the methods worked out for 
control and direction of the British economy during the war. 
The essential element here is the use of quantitative programs— 
the formulation of the main objectives of economic policy in 
statistical terms. The Keynesian analyst, of course, also uses 
statistics and quantities, breaking down total outlay into private 
consumption, private investment, public outlay, and so on. 
These quantities, however, are monetary. In contrast, the 
quantities dealt with in this third type of planning are physical: 
for example, a manpower budget stating how the total labor 
force is, or should be, allocated among the chief industries of 
the economy, or an import program setting out the physical 
volume (as well as the cost) of various types of imports for a 
certain period. The use of such quantitative programs for pro- 
duction has been called the outstanding feature of British war- 
time economic organization.®” The Labor government has con- 
tinued to use them in peacetime and it is against their use that 
some of the harshest criticism of the Labor government has been 
directed. 

When Sir Oliver Franks concluded that central planning and 
control were “inevitable” in Britain for some time to come, he 
had this type of planning in mind.® Yet, as Franks emphasized, 


4 William Beveridge, Full Employment in a Free Society (New York 1945) p. 272. 

5 Hubert Henderson, The Uses and Abuses of Economic Planning (Cambridge, 
Eng., 1947) p. 10. 

6 Oliver Franks, Central Planning and Control in War and Peace (Cambridge, 
Mass., 1947). “The essence of planning and control by the State in relation to 
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he was not proposing that the full wartime system be carried over 
into peacetime. Central planning and control in time of peace 
would, according to his proposals, retain the type of central plan- 
ning used during the war, but most emphatically would have 
to discard the compulsory methods of wartime control. Such 
methods, and the large-scale controlling organizations based on 
them, were, according to Franks, neither effective nor proper 
in time of peace. In their stead, the planning government must 
rely principally on “the method of agreement,” depending “for 
the carrying out of its general decisions on undertakings volun- 
tarily given by industry and commerce.” 7 

It may be hard to conceive, as critics of Sir Oliver have pointed 
out, how such a system of central physical planning with its 
fairly comprehensive and detailed programs can hope to succeed 
if government relies for compliance on nothing more than 
voluntary agreement. Sir Oliver’s “model” may not be wholly 
practicable. But it is practicable enough to be distinguished as a 
third type of central planning and contrasted with a fourth type, 
the full wartime system of central physical planning with compul- 
sory controls. This fourth type, it need hardly be said, has strong 
similarities to the techniques—and I mean the techniques, not 
the morals—of the Russian system. There are champions of 
this fourth type of planning in Britain, particularly on the Labor 
left, and the grim truth may be that it is this wartime system 
of planning and controls toward which Britain is being forced to 
move today. 

Where along this spectrum of types can we locate the system of 
planning which Britain ought to have adopted? Surely the 
wartime system was right for a nation waging total war. But 


productive industry and commercial activity must be the same in war and peace. 
I think the essential elements are plans, consisting of decisions, quantitatively 
expressed in the form of programmes, and such measures as in particular circum- 
stances may be necessary to ensure the performance of these programmes” (p. 17). 
7 Ibid., p. 44. 
8 See Alexander Baykov, The Development of the Soviet Economic System (Cam- 
bridge, Eng., 1947) Ch. 20. 
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what system would have been best for postwar Britain? Could 
Britain have met her postwar problems more successfully if she 
had relied more on financial controls and less on compulsory 
or physical controls, more on fiscal policy and less on physical 
planning? 

We cannot deal with these questions without considering the 
problems facing Britain. And what these problems have been 
has depended in part on the policies of the Labor government. 
We must ask not only whether Labor’s type of planning has suc- 
cessfully implemented Labor’s policy, but also whether a different 
policy and therefore a different kind of planning would have 
better served Britain’s long-run interests. 

Like Mr. Chamberlain at the start of the war, Labor based its 
policy on expectations which, while grim, were bright and hope- 
ful when compared with the actual course of events. The 
government did not fully anticipate the danger of inflation, nor 
the difficulties of the balance of payments problem, nor the inten- 
sity of the cold war and the consequent burden of armaments. 
Its fears, conditioned by memories of the slump which followed 
the first world war, were centered not on inflation but on defla- 
tion and unemployment. Acting on these expectations and 
Labor's social program, the government followed a policy which 
was far too expansionist. Events of 1947 revealed with brutal 
clarity the errors in forecasts and policy. Severe inflation, con- 
cealed by effective price controls, manifested itself in general 
shortages of manpower and materials. Excessive demand, con- 
sumer and producer, withheld resources from the export drive 
whose inadequacy in the face of the balance of payments prob- 
lems was starkly emphasized when the convertibility crisis of 
August practically exhausted the 3.7 billion dollar loan from 
the United States. 

The government’s response, though belated, was vigorous. A 
new economic policy, directed—and typified—by Sir Stafford 
Cripps, was accompanied by important changes in the machinery 
of planning and control. Together with Marshall Plan aid, these 
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changes gave Britain new hope, and 1948 ended with British 
production go percent above prewar levels, exports at an all-time 
high, and international payments close to overall balance. Yet by 
the summer of 1949 the British economy was gripped by a new 
and perhaps gloomier crisis for which at this writing no solution 
has yet been provided. 


II 


‘Maybe the Government has tried to do too much,” said Mr. 
Attlee to the House of Commons in August 1947, thus high- 
lighting what has been held to be the key to the crisis of that 
year. How far has Labor’s policy been responsible for the 
difficulties of Britain? Did it deal with less essential issues, 
possibly for political reasons, thus diverting its energies from the 
basic problems? 

To the foreign observer, Britain’s basic problem is her balance 
of payments. When Britain became the workshop of the world, 
she attained an unparalleled prosperity, making it possible’ for 
her population to quadruple in a century and still enjoy a con- 
stantly rising standard of living. She also arrived at an almost 
unprecedented dependence on foreign trade. With her great 
exports of goods and services, she paid for imports of food and 
materials. Without the exports to pay for these imports, her 
people would face starvation and her industry—the means by 
which she paid for imports—would grind to a stop. Since 1870, 
at least, Britain has had an unfavorable balance of trade, but she 
balanced, and more than balanced, her international accounts 
by “‘invisibles’’—that is, payments for the services of her shipping, 
her banks, her insurance companies, and especially interest on 
British investments abroad. Exports declined relative to imports, 
but in most years Britain still exported capital. 

The war greatly accelerated the decline. By its end Britain’s 
exports by volume were only 40 percent of what they had been 
in 1938 and in value were sufficient to finance only a quarter of 


®Roy Harrod, Are These Hardships Necessary? (London 1947) p. 23. 
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her prewar volume of imports. Her merchant shipping fleet, 
measured by deadweight tonnage, was 30 percent smaller than 
at the outbreak of the war. British investments abroad were 
still large, but in the crucial area of the United States, they had 
been practically wiped out. By the end of 1945 Britain’s gold 
and dollar reserves, which were also the reserves of the whole 
sterling area, stood at 581 million pounds, while external liabili- 
ties, including sterling balances and external loans, amounted to 
3,825 million pounds. In the fall of 1945, British negotiators in 
Washington estimated that even with a very austere import 
program, the deficit in the balance of payments in 1946 might be 
as much as 750 million pounds. Britain, wrote Lord Keynes 
in a paper presented to the War Cabinet on V-] Day, was faced 
with “a financial Dunkirk.” 

Along with the restrictions on imports, an essential feature of 
the government’s program for meeting this problem was the 
export drive under the supervision of Sir Stafford Cripps, then 
President of the Board of Trade. The export target set was 175 
percent of the 1938 volume. Exports would have to rise to this 
level, if Britain was to balance her accounts. First results were 
heartening, not to say spectacular. The volume of exports in 
1945 Was 45.8 percent of 1938; in 1946 it was 99.3 percent. 
But in the meantime the rise of prices elsewhere, especially in 
the United States, was turning the terms of trade against Britain. 
Had this not occurred, it has been estimated by one writer, the 
adverse balance of visible trade in 1946 would have been trans- 
formed into a surplus of almost 100 million pounds.’ One may 
well ask, however, if there had been no boom in the United 
States, how marketable would British exports have been there? 

Closely linked with the export drive—and certainly with any 
attempt to raise substantially the standard of living—was the 
policy of promoting the re-equipment and modernization of 
industry. War damage had been heavy; maintenance had been 


10 T. Balogh, “Britain’s Economic Problem,” in Quarterly Journal of Economics 
(February 1949) p. 42. 
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deferred. A rough estimate in 1945 suggested that physical destruc- 
tion and internal disinvestment had destroyed about 10 percent of 
the prewar national wealth. But an equally serious fact—and 
one closely related to the prewar decline in exports—was that 
between the wars British industry had done hardly more than 
maintain its capital investment. As the Labor government saw the 
problem, the need was not simply to replace, but greatly to expand 
and renovate, capital equipment for industry. 

Gross capital investment, which in 1945 had been 6 percent 
of national income, rose to 15 percent in 1946, and in the 
Economic Survey for 1947 was scheduled to rise to 20 percent, or, 
1,700 million pounds,"! an ambitious, but not exceptionally large, 
figure when it is considered that the comparable figure for the 
United States in 1924-28 was 25 percent. It should be noted, 
however, that during the first eighteen months of the Labor 
regime, by far the larger part of the investment effort went into 
housing and war damage repair. In 1946, capital equipment and 
maintenance to satisfy industry’s needs for plant, machinery, and 
vehicles was probably no greater than in a normal prewar year. 
This did not go far toward making up for six years’ deferred 
maintenance, to say nothing of the net expansion of Britain’s 
industrial capital beyond its prewar size. 

Between the export drive and the industrial investment policy, 
there may be a certain conflict. If industry is to produce more 
for the export and related trades, war damage must be repaired 
and plant expanded and modernized. Yet in many instances, the 
resources used for investment could be employed to expand 
immediately the output of exports. When we turn to a third 
element in Labor’s policy, its social welfare policy, further possi- 
bilities of conflict appear. Directly and indirectly, Labor’s social 
welfare schemes make demands on imports or use resources which 
might be employed to expand exports. 

Labor could hardly have avoided great emphasis on this policy, 
even if it had wanted to. For many years these schemes, along 


11 Cmd. 7046, p. 31. 











42 SOCIAL RESEARCH 


with nationalization, had been the principal content of its 
program. The Conservatives themselves had suffered no slight 
conversion. Mr. Churchill’s government passed the Education 
Act, accepted the Beveridge Report on social security, set up the 
Ministry of Town and Country Planning, and prepared a vast 
housing program and a national health scheme, as well as accept- 
ing the responsibility of maintaining “a high and stable level of 
employment.” 

But raising the school-leaving age has deprived industry of 
manpower. Building schools for the larger number of pupils 
and training and employing additional teachers has used up 
resources. Social security payments, increasing from 335 million 
pounds in 1946 to 506 million in 1948, have raised the national 
propensity to consume, in so far as their recipients save less of 
them than would have the contributors, who include not only 
the recipients, but also employers and taxpayers in general. Sub- 
sidies, amounting to 360 million pounds in 1946, and 515 million 
in 1948, have similarly increased the propensity to consume. And 
raising consumer demand (or failing to reduce it) diverts resources 
which might be used for exports or investment. 

By increasing the national propensity to consume, social wel- 
fare schemes may have an inflationary effect, even if their expenses 
are met wholly out of taxes. Public expenditure in Britain, how- 
ever, was not being covered by taxes. In 1947 the revenue 
account (which excludes capital expenditure) of all public 
authorities, local as well as central, showed a deficit of 341 million 
pounds, which must also be counted an inflationary force. 

In addition, the social welfare schemes made demands on man- 
power for administration. The civil service is far larger than 
it was before the war. Omitting employees of local authorities 
and the industrial employees of the central government, public 
service in Britain at the end of 1948 employed 707,000 persons, 
as compared with 397,000 in 1939. How much of this difference 
is due to an increase in social services? In 1947, there were 
g2,000 persons employed in the social service departments of 
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its the central government. In the following year, the staffs increased 
ht by 22,000. 
on Probably the most distinctive, and possibly the most objection- 
he able, feature of Labor policy in American eyes has been nationali- 
ast zation. Yet it is hard to prove that nationalization has damaged 
pt- Britain’s economic position. Nationalization of the Bank of 
of England regularized government controls that had long been 

in effect informally. Nationalization of civil aviation may have 
of had debatable results, but they could not have been of any 
ils substantial economic significance. Nationalization of gas, on the 
up whole, simply substituted national ownership for ownership by 
on local authorities. Nationalization of electricity extended national 
al ownership from transmission to generating capacity, which was 
of already largely owned by local authorities. 
ly Of all the nationalization acts, the Transport Act of 1947 
b- has been by far the most controversial. Under this act a large 
on part of road transport and all rail and water transport, as well as 
1d docks, came under national ownership in 1948. It is still too 
es early to judge the economic results; in any case they could have 

played no part in the crisis of 1947. The nationalization of 
»]- iron and steel, a still more controversial measure, has at this 
es writing just reached the statute books. 
w- The coal industry is an important example of a nationalized 
le industry. The record, while not spectacular, hardly affords 
ic grounds for arguing that private ownership would have done bet- 
Qn ter. The industry had long been ailing: a Royal Commission had 

suggested nationalization shortly after the first world war. There 
n- was need for large reorganization and heavy investment, as well 
n as intensive recruitment of labor. From 1938 to 1944, annual 
es output of deep-mined coal had fallen from 227 million tons to 
ic 184 million tons, the number of workers employed from 781,000 
s, to 710,000, output per manshift from 1.14 tons to 1.0 ton, and 
re absenteeism had more than doubled. 
re During 1947, the first year of national ownership, 13.6 million 
of pounds were spent on development and reconstruction and on 
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replacement of plant. Output of deep-mined coal for the year 
was 187 million tons; output including opencast coal was 3 
million tons short of the target of 200 million. ‘The average 
labor force had been raised from 697,000 in 1946 to 711,000, but 
the target figure of 730,000 had been badly missed. In the 
second year, investment was 20 million pounds and total output 
reached 208.4 million tons, less than 3 million short of the target, 
but average manpower reached only 724,000, some 10,000 short 
of the goal. Output per manshift had climbed from 1.0 ton in 
1944 and 1945 to 1.11 tons in 1948, and in the first quarter of 
1949 exceeded the 1938 figures. 

Judging by these figures, the record is not unsatisfactory. 
But at the same time, as wages in the industry have risen, which is 
inevitable if the labor force is to be maintained, let alone 
expanded, prices have also risen above their high wartime levels. 
By this means the Coal Board turned the deficit of its first year’s 
operation into a small profit in the second year, thereby depriving 
Labor’s opponents of an effective talking point. Yet it also 
follows that in the critical matter of reducing British costs of 
production—and coal costs affect most of British industry— 
nationalization, to say the least, has made no contribution. 

While it cannot be wholly attributed to government policy, 
the increase in the incomes of wage earners has been an important 
economic fact. Average weekly earnings in manufacturing indus- 
try, which by the end of the war had risen by 77 percent above 
the level of 1938, continued to climb, standing at more than twice 
the prewar average in October 1947, and a year later at 226 
percent of the 1938 level. ‘This rise can be accounted for partly by 
increases in wage rates, but a contributing cause was the shorten- 
ing of the work week with consequent increases in take-home pay 
because of overtime. In line with previous promises, the five-day 
week was introduced by the government when the coal industry 
was nationalized, and it was also widely adopted by private 
industry. In manufacturing industry as a whole, the average 
hours worked per week, which had been 46.5 in 1938, fell from 
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47.4 in July 1945 to 45.2 in October 1947, where they remained 
during the following twelve months. This drop of some two 
hours per week may seem small, but when multiplied by several 
million manufacturing employees and figured for the whole 
year, it represents a very substantial loss of output. Labor is 
rightly proud of its record of industrial peace—2.2 million 
working days lost as a result of industrial disputes in 1946, as 
compared with 36.3 million in 1919. Is it cynical to suggest that 
maintenance of the work week, had it been possible, would have 
outweighed a very substantial increase in industrial strife? 

The impact on Britain’s present economic position of a fourth 
major policy can hardly be overemphasized: the maintenance 
of armed strength, especially as a result of the cold war. British 
demobilization proceeded at a slower rate than American, and 
even in the first year and a half of peace, before the cold war 
reached its present intensity, British armed forces were large. 
In June 1946, just over 2 million men and women were in the 
armed forces and auxiliary services. In addition to the large 
industrial and administrative staffs employed by the services, 
there were also 716,000 employed in industry providing equip- 
ment and supplies for the forces. As demobilization continued, 
the number in the armed forces fell to 1.1 million at the end of 
1947. But in the following year the targets for further reduc- 
tions were disregarded when it was found necessary to check the 
fall in uniformed strength and to increase military production. 
At the end of 1948, the armed forces stood at 808,000 and no 
further large net releases of manpower from the services or from 
armament works were planned. Another index of the drain on 
resources for military purposes is provided by the budget expendi- 
tures on defense for the financial years 1947-48 to 1949-50, which 
were, respectively, 854 million pounds, 753 million pounds, and 
760 million pounds. To these more direct costs of the cold 
war must also be added the disruption of trade with the Soviet 
Union and eastern Europe. 

These are heavy burdens on the British economy. Yet they 
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may have a beneficial political result. While the Labor govern- 
ment vigorously pursues a foreign policy to which their Conserva- 
tive opponents are also deeply committed, party warfare and class 
feeling cannot quite reach the intensity they might in other 
circumstances. ‘To exaggerate: because of its foreign policy, 
Labor’s social welfare policy meets with less opposition from 
the “‘classes’; because of its social welfare policy, Labor’s foreign 
policy meets with less opposition from the “masses.” 


These four major policies—relative to exports, industrial invest- 
ment, social welfare and consumption, and foreign affairs—have 
competed for Britain’s limited resources. Certainly the first 
policy would have been far more successful, and the need for 
physical planning and controls far less urgent, if the Labor 
government had chosen to pursue only one of the three other 
policies. Did it try to “do too much”? How is one to judge 
which of the policies should have suffered? ‘The matter cannot 
be decided on purely economic grounds. How great was the 
threat of the Soviet Union? Ought the workers to have accepted 
a lower standard of living? And could they have been made 
to? If industrial investment had been cut, would the auto- 
matic mechanisms of the market actually have diverted the 
released resources to the export trades? Whatever the answers, 
the fact remains that the attempt to pursue all four policies 
meant that in 1947 the British economy was suffering from 
shortages and concealed inflation and a more acute balance of 
payments problem than had been anticipated. 


III 


The response to the crisis of 1947 was a new economic policy 
and a reorganization of planning machinery. The very great 
improvement in Britain’s position by the end of 1948 won great 
praise for that new policy and for its principal representative, Sir 
Stafford Cripps. Light is thrown on Britain’s economic problem 
if we inquire how far that improvement was the result of the 
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new policy, and in particular to the controls, financial and physi- 
cal, which it involved. From early in 1947, many economists 
had demanded a policy of disinflation, to be achieved by fiscal 
means, along with measures of decontrol. Was the improvement 
of 1948 a success of disinflation by fiscal means? 

Under the new policy, “cheap money,” against which much 
criticism had been directed, was abandoned and the rate of 
interest rose from 2.5 to 3 percent. It is doubtful, however, that 
this rise could have had much effect in damping down investment. 
One of the more important inflationary forces had been the 
large pent-up demand for producer as well as consumer goods, 
built up through wartime saving and postwar payments, such 
as excess profits repayments and war damage compensation. 
This accumulation on the part of producers has been estimated 
at over 4,000 million pounds. The problem of getting directly 
at this source of investment demand is difficult; certainly a small 
change in the rate of interest is not very effective. 

A principal element in the new policy was budgeting for a 
surplus, that is, planning a decrease in government expenditure 
and an increase in taxation to ““mop up excess purchasing power.” 
The revenue account of all public authorities, central as well as 
local, showed a revolutionary change: for the calendar year 1943, 
there was a surplus of 427 million pounds, compared with a 
deficit of 341 million in the previous years. This account, which 
does not include capital expenditure, showed a cut in total current 
expenditure of 244 million pounds and an increase in revenue 
from direct and indirect taxation of 472 million. Measuring these 
changes against the national income, which stood at 9,700 million 
pounds in 1948, one cannot doubt their great disinflationary 
effect. 

Yet these further facts should be noted. Part of the increase 
in tax revenue was due to the rise in national income which was 
about g percent higher in 1948 than in 1947. The 1948-49 
budget did not increase the rates of personal income taxation, 
but instead, in order to provide an incentive for greater produc- 
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tion—for example, overtime—and to restrain demands for general 
wage increases, gave considerable relief to medium wages and 
lower salaries. Subsidies, which had run to 434 million pounds for 
the calendar year 1947, and which it had been intended to hold 
at that level or reduce, were raised—owing to trade union pres- 
sure, it is generally admitted—and actually amounted to 515 
million pounds for the calendar year 1948. 

Investment policy also had a checkered history. Critics had 
strongly attacked the investment program, not only for housing, 
but also for industry. In the fall of 1947, these programs were 
reviewed and reduced. But housing would not stay cut. In 
the way stood Mr. Bevan’s opinions and political strength, as well 
as the difficulties, technical and political, of creating unemployed 
workers in the building trades and then somehow transferring 
them to the export trades. Some upward revisions were made 
in the industrial programs, while housing was restored almost to 
its original volume. When the figures for 1948 are examined, 
it appears that gross investment, public and private, instead 
of being reduced below the level of “inflationary” 1947, was 
actually 300 million pounds higher. In spite of the capital cuts, 
the disinflationary policy did not master gross investment. 

Fiscal policy no doubt greatly helped to bring about the 
improvement of 1948, but as this brief account has suggested, 
it has its limitations. Other reasons for the improvement are 
worth considering. One was the release of manpower through 
further demobilization. Another was Marshall Plan aid, though, 
of course, there had been American aid in previous years too. 
The interesting question for the purposes of this discussion 
is to what extent nonfinancial direct controls were helpful. 

An example of direct control by “jollying along” is provided 
by the Prime Minister’s statement on personal incomes, costs, 
and prices in February 1948. Its burden was a warning to trade 
unions not to press for wage increases, save in certain excep- 
tional cases, and to companies not to increase dividend payments. 
But no penalty was attached, except for the vague, but not 
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meaningless, threat that if these warnings were disregarded, the 
government would not take into account the resulting costs 
“in settling controlled prices, charges, or margins or other 
financial matters requiring Government action.” 12 This appeal, 
according to the Economic Survey for 1949, met with a “very 
good response” from companies. Gross profits increased by well 
over 300 million pounds, but dividends by only 25 million. Wage 
rates, however, continued to increase, and though the Survey 
found that the increase had been ‘‘moderated,” the rise in 1948 
was not far behind what it had been in 1947.%° 

In the foreign trade field, direct controls were widely used. 
Export licensing, given up at the end of the war, was reintro- 
duced, and the system of priority allocations was strengthened. 
The existing controls on imports were used to make heavy cuts 
in imports from the Western Hemisphere and to divert imports 
to nondollar areas. A number of trade and payments agreements 
quickened the tendency toward bilateralism. Without attributing 
the improvements to these measures alone, one may note certain 
changes. Previously, exports had failed to keep up with the rate 
of increase of 1946, standing at 101 percent of their 1938 volume 
at the end of the first quarter of 1947, and only 113 percent at the 
the end of the third quarter. In the next fifteen months they rose 
steeply, amounting to 146 percent of 1938 at the end of 1948. This 
may be compared with the target of 160 percent set in September 
1947, later revised downward to 150 percent. 

By physical controls over imports, a great diversion was accom- 
plished. Meat imports from the United States, which had cost 
nearly 8 million pounds in 1947, were cut to nothing in 1948. 
Grain imports from the United States were virtually eliminated. 
Imports of American dairy produce were cut to 20 percent of 
their 1947 value, greater reliance being put on Australia, New 
Zealand, and Denmark. The overall figures show that whereas 
during the first six months of 1947 Britain had got 22 percent of 


12 Cmd. 7344, Economic Survey for 1948, Appendix II, par. 10. 
13 Cmd. 7647, Economic Survey for 1949, pp. 34, 49. 
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her imports by value from the American account area,'* during 
the last six months of 1948, this figure had been cut in half, 
with only 10.8 percent of British imports coming from this area. 
By direct control a new pattern of trade was being shaped in which 
a rising proportion of British imports came from sterling and 
ERP countries—about 60 percent by the end of 1948. 

The most prominent use of compulsion under the new eco- 
nomic policy, however, was the reimposition of labor direction 
in the fall of 1947. Coal mining and agriculture were already 
covered by regulations preventing workers from leaving these 
occupations, though permitting free movement within them. 
The new Registration for Employment Order required persons 
who were not gainfully employed or were employed in certain 
nonessential jobs (such as street-hawking), to register at the local 
employment exchanges at the Ministry of Labor and National 
Service, where they were to be offered a choice of jobs more in 
the national interest. The new Control of Engagements Order 
made it compulsory for all workers seeking employment and 
all employers seeking workers to do so through the machinery 
of the exchanges. Under this order the worker was to be given 
as wide a choice as possible among available jobs on essential 
work, and long detailed lists categorizing how essential an industry 
was at the time were drawn up. If the worker refused to accept 
any of the proffered jobs, a direction compelling him to take 
essential work might be issued by the Minister. Against such a 
direction an opportunity for appeal to a local appeal board was 
provided. 

It is not easy to assess the effectiveness of these measures. The 
number of persons placed in employment by the exchanges 
increased considerably after the introduction of the Orders; for 
example, 375,000 were placed in the four weeks ending February 
18, 1948, as compared with a monthly average of 203,000 in the 


14 The American account area includes the United States, the Philippines, Bolivia, 
Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador, Guatemala, Haiti, 
Honduras, Mexico, Nicaragua, Panama, Salvador, and Venezuela. 
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three months before the Orders came into effect. The Economic 
Survey for 1949 states that ‘‘the Control of Engagements Order 
was effective in enabling large numbers of workers to be guided 
into essential work in 1948,” setting the figure for placements in 
essential industries at 576,000.% Yet there is some question 
whether the local exchanges exercise their powers as rigorously 
as they legally might, and whether their legal powers are sufficient. 
It must be noted that in 1948, as in previous years, the manpower 
targets were badly missed. The target for coal (total manpower) 
was 790,000, the achievement 690,000. The target for agriculture 
was 1,110 million, the achievement 1,109 million. Difficult as 
comparison may be, these figures suggest that manpower control 
in peacetime has not been quite as effective as it was during the 
war. 

These Orders do not, of course, give the government the full 
powers of industrial conscription which it had during the war. 
Much emphasis is laid on the fact that the controls rely largely 
on voluntary means, and that during 1948 only twenty-nine direc- 
tions were issued. The number of directions issued is hardly 
an index of the degree of compulsion. Few persons, it may be 
supposed, when faced with compulsion sooner or later, would be 
so stubborn as to force the employment exchange to choose for 
them. 

Looking at the new policy of 1947 as a whole, and consider- 
ing the means and their results, it would appear that fiscal policy 
and financial controls alone will not suffice in the face of Britain’s 
problems. Since early in the war, the technique of national 
income analysis, derived from Lord Keynes, has added greatly 
to the government’s understanding and control of the economy— 
for example, in measurement and control of the “inflationary 
gap.” But the controls deriving from this technique are “global”; 
they may not reach precisely those workers, materials, or capaci- 
ties whose use the government wishes to alter. For this, other 
controls, derived from wartime experience, must be employed. 


15 Cmd. 7647 (cited above) p. go. 
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Such physical and compulsory controls contributed greatly to the 
improvement of 1948. Very likely, it would seem, they must be 
extended. Should there not at least be stronger direct controls 
over wages, manpower, and investment? And with the extension 
of such controls, would there not also be an even greater tendency 
toward the wartime type of central physical planning? 


IV 


In the first years of the Labor government, as during the war, 
the committee was the principal component of British government 
machinery. The Cabinet was expanded to its usual peacetime 
size, including some twenty ministers with Cabinet rank, and, 
when necessary, bringing non-Cabinet ministers into its regular 
weekly meetings. Subordinate to it was a small Committee on 
Overseas Economic Policy. Domestic economic policy, however, 
was supervised by the Lord President’s Committee, carried over 
from the war period and enlarged to include all ministers except 
those concerned with foreign, colonial, dominion, and defense 
matters. It surveyed the whole field of home and economic 
affairs: social services, housing, health, education, police, civil 
defense, local government, and physical planning. It used the 
staffs of the Cabinet Secretariat, and after deliberation and settle- 
ment of differences at the ministerial level proposed policies or 
vital questions for policy decision to the Cabinet. In contrast 
with practice before the war, when Cabinet committees had only 
advisory powers, this Committee, as well as other Cabinet com- 
mittees had the power to make decisions in the course of carrying 
out Cabinet policy. It still remained possible, however, for a 
minister to appeal to the Cabinet, and the chairman of the Com- 
mittee, Mr. Herbert Morrison, though a man of great ability and 
strong political backing, did not have formal authority to override 
the departments represented in the Committee. 

Mr. Morrison also presided over a hard-driving ministerial 
committee, the Home Economic Committee. This group, con- 
sisting of the heads of the principal economic departments, was 
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more narrowly concerned with the coordination and promotion 
of the economic program. 

Under these ministerial committees, the chief official committee 
was the Official Steering Committee. This was composed of the 
permanent heads of the key economic departments, or their 
deputies; to this extent, it was a joint staff and might be compared 
to the Chiefs of Staff Committee. But it also drew nondepart- 
mental specialists from the Central Statistical Office and the 
Economic Section of the Cabinet Secretariat, as well as from the 
officials of the Lord President’s Office. 

While Mr. Morrison was chief planner, this committee was, in 
his own words, “the central economic team responsible for gather- 
ing and assessing economic intelligence, preparing forecasts, fram- 
ing economic plans, advising ministers on the advantages and 
disadvantages of these plans, and keeping under review the execu- 
tion of plans when authorized and put into operation.” It 
worked through a number of subcommittees, each concerned with 
some particular problem. 

The major phase of the Steering Committee’s work was the 
formulation of two economic budgets, one for national income 
and expenditure, the other for manpower. These were supple- 
mented by studies of such matters as the balance of payments. 
But not until early in 1947, when the unexpected problem of 
physical shortages was becoming acute, did the government add 
to such aggregate analyses the examination of particular problems 
such as fuel and: power, steel, timber, and other scarce materials. 

As during the war, estimates of demand for manpower were 
derived from the Service ministries and from departments directly 
employing manpower or sponsoring private industries. The 
other analyses were similarly compiled. The outcome in each 
case was a “‘trial balance sheet” setting off supply against demand 
and normally showing an excess of demand. Once the prospective 
gap had been estimated, measures for closing it were considered— 


16 Herbert Morrison, “Economic Planning,” in Public Administration (Spring 
1947) P- 30. 
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for instance, cuts in the import programs or the encouragement 
of immigration by foreign workers—in order to bring the budgets 
into balance. The Steering Committee, working through its sub- 
committees, not only assembled data and stated the problems; it 
also proposed solutions. Its reports went to the ministerial com- 
mittees, and they, or the Cabinet itself, made the final decisions. 
These decisions, embodied in programs, were then executed by 
the departments, directly, as for example, by the bulk purchase 
of food or raw materials, or indirectly through the use of controls. 

This is, of course, a highly schematic outline of the process. 
The impression should not be given that planning for the quarter 
or for the year was accomplished once and for all in some space 
of time. As in wartime, there was continual review and readjust- 
ment of plans and programs. 

But a major flaw in the machinery of planning was the excessive 
departmentalism. More particularly, that flaw was the division 
of responsibility for planning leadership, under the Cabinet, 
among three of the principal ministers, with Mr. Hugh Dalton 
governing fiscal policy at the Treasury; Sir Stafford Cripps lead- 
ing the export drive from the Board of Trade, and Mr. Morrison 
planning the domestic economy through the Lord President's 
Committee and the Home Economic Committee. Among these 
three men, there was not always perfect agreement on policy, and 
on occasion, it is said, there was acute antagonism. The need 
was not only for a new policy, but also for better coordination in 
forming and executing policy. Without suggesting that depart- 
mentalism was wholly overcome, it may be said that the reorgani- 
zation of 1947 went far to meet this need. 

The reorganization appeared in the newspapers as the elevation 
of Sir Stafford Cripps to the position of “economic dictator.” 
This term is not a scientific description, but it is an accurate 
symbol of the changes. The three great tasks, previously sepa- 
rated, were now centered in one minister and the committees and 


staffs grouped around him. 
Mr. Morrison, whose health had been poor for some time, was 
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nt retired from his position as chief planner. The Lord President’s 
ets Committee was confined to noneconomic matters. The Com- 
b- mittee on Overseas Economic Policy, now known as the Policy 
it Committee, assumed authority over the whole range of the 
m- nation’s economic affairs. The chairmanship of the Home 
ns. Economic Committee, now known as the Production Committee, 
by passed from Mr. Morrison to Sir Stafford Cripps. The Treasury, 
ise which Mr. Dalton lost as the result of an unfortunate slip before 
Is. a budget speech, was given to Sir Stafford, who also received wide 
SS. coordinating powers as Minister of Economic Affairs, an office 
er whose powers he retained even though the title was soon 
ce dropped. The Official Steering Committee declined almost to 
st- insignificance, while a new official body, the Central Economic 

Planning Staff, was transferred to the Treasury and given a central 
ve position in planning. The general effect of the changes has been 
on not only to center economic leadership in Sir Stafford, but also 
et, to revive the powers of the Treasury—one might say, to create a 
on “new” Treasury with essential functions not only in budgeting 
d- and fiscal policy, but also in physical planning for domestic and 
on foreign economic affairs. 

t’s Under the Cabinet and the small Policy Committee, both of 
Se which include Sir Stafford, the chief ministerial committee for 
nd economic affairs is Cripps’s Production Committee. This includes 
ed the ministerial heads of the key economic departments, princi- 
in pally the Board of Trade, Ministries of Fuel and Power, Supply, 
rt- Labor and National Service, and Town and Country Planning. 
ni- Under the postwar procedure, it has, as a Cabinet committee, the 
power of making decisions. What is more, Sir Stafford, from the 
on authority originally given him as Minister of Economic Affairs, 
Aw has derived a power of “general coordination of economic 
te policy.” 17 Just what this power of coordination amounts to is 
a- not easy to ascertain, since the British are reticent about the 
id contents of Cabinet minutes. Apparently it is substantially 
17 This was the phrase used by Attlee in describing Cripps’s responsibilities to 

‘as the House of Commons, February 2, 1948. 








56 SOCIAL RESEARCH 


greater than any similar power held by Mr. Morrison. Yet it 
cannot, of course, shut off appeal by ministers to the Cabinet. 
Sir Stafford, in short, is not in formal authority a “superminister,” 
although his strength with the Cabinet and with subordinate 
ministers, some of whom are his protegés, makes his effective 
powers exceptionally large. 

During and after the war, the British resisted the “general staff” 
idea in their organization for military coordination. The Chiefs 
of Staff Committee was not a “combined general staff’ on the order 
of the German Oberkommando der Wehrmacht. It had no pro- 
fessional head comparable to Keitel; its members were also the 
professional operating heads of the three Services. This “joint 
staff’ system is necessary, according to the British view, if there 
is not to be a cleavage between planning and execution.’* On 
the whole, this same conviction led the British to reject proposals 
for an “economic general staff’’—as suggested, for example, by 
Lord Beveridge.’® Yet the joint-staff principle has shown signs 
of strain. As embodied in the Official Steering Committee it 
simply did not work. The permanent heads were already too 
loaded down with departmental work to carry the additional 
burden of general planning. The Central Economic Planning 
Staff, set up early in 1947, to strengthen general planning, was 
originally intended to be composed of newly appointed depart- 
mental officers, the directors of plans. But this intention, it 
appears, has not been carried out, and the members of the Central 
Economic Planning Staff, while drawn originally from the depart- 
ments—in contrast to the Economic Section whose members came 
from academic life—are occupied by full-time work on the 
committee. 

Yet the interdepartmental committee of officials continues. 
Directly below the ministerial committees and mediating, so to 


18 Cmd. 6923, Central Organization for Defence (1946). 

19 Beveridge, op. cit., Postscript. For a telling criticism of the idea of an 
“economic general staff,” see Sir John Anderson, Organization of Economic Studies 
in Relation to the Problems of Government (London 1947). 
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speak, between them and the Central Economic Planning Staff, 
are a series of such official committees. There is, for instance, the 
Investment Programmes Committee, first created in the fall of 
1947 to work out the capital cuts and since then continued in a 
position of importance. There are others concerned with 
materials, exports, fuel allocation, the distribution of industry, 
European Economic Cooperation, and so on. These committees, 
working with the Central Economic Planning Staff, make “‘sec- 
ondary” decisions, stating problems and proposing solutions to 
ministers. 

Three other bodies should be mentioned here. One is the 
Economic Planning Board consisting of representatives of the 
principal employers’ organizations—the Federation of British 
Industries and the British Economic Council—and of the Trades 
Union Congress, along with representatives from the economic 
departments and staffs and the Central Economic Planning Staff. 
An advisory body set up early in 1947, its function is to keep 
management and labor continuously in contact with government 
on matters of economic planning. It is presided over by Sir 
Stafford Cripps or the chief officer of the Central Economic 
Planning Staff, Sir Edwin Plowden, and unlike many other bodies 
of its kind is said to be a hard-working and effective body, 
criticizing constructively the practicability of government plans 
and programs. 

Two other tripartite bodies were inherited from the war. One, 
the National Joint Advisory Council, presided over by the 
Minister of Labor, is a standing industrial conference on all 
matters affecting manpower in industry. The other, the National 
Production Advisory Council for Industry, of which Cripps is 
chairman, is consulted on questions of general production policy, 
including export targets, and is said to exercise great influence. 
Similar tripartite bodies, set up in the eleven great Defense 
Regions during the war, perform similar consultative and advisory 
functions. These Regional Boards for Industry, originally under 
the Ministry of Production and then under the Board of Trade, 
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have been linked to the Treasury by Sir Stafford and, among 
other things, provide him with a line of direct communication tf 
with regional problems that by-passes departmental channels. oO 
The way in which this planning machinery works and is con- T 
nected with the net of controls can be illustrated by an outline € 
of the system of iron and steel allocation and of building licens- P 
ing. In allocating and controlling iron and steel, Supply remains de 
the principal ministry. A division of the Ministry, with the th 
advice of the industry, provides a forecast of supply, home- C 
produced and imported, which is forwarded to the Materials de 
Committee. Statements of requirements are received by the com- pl 
mittee from sponsoring and using departments. For example, a of 
branch of the Ministry of Supply may draw up an estimate of how gr 
much steel the motor car industry would need for the next 
quarter to fulfill its export program. These estimates of supply 50 
and demand together form a statement along the lines of a trial ot 
balance sheet. to 
Before the estimates are considered by the Materials Com- Bc 
mittee, however, they are scrutinized by the Central Economic th 
Planning Staff, or rather by one of its sections. The Staff may th 
discuss departmental claims for materials with representatives of scl 
departments, assessing such claims in the light of the general sec 
plan for the economy, much as the Joint War Production Staff Re 
assessed them in the light of general military and economy strategy m«¢ 
during the war. After a detailed examination, the Central als 
Economic Planning Staff recommends provisional allocations to col 
the Materials Committee, which then starts its discussion with fro 
claimants on the basis of these recommendations. This Com- COI 
mittee, an interdepartmental committee of officials presided over pel 
by a junior minister, the new Economic Secretary of the Treasury, the 
makes final allocations, subject to ministerial approval. As during Co 
the war, these bulk allocations are then allotted by departments dey 
among user industries and, further, among user firms, which of | 
receive official authorizations enabling them to get their allotted wit 
exc 


supplies. 
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Wartime control over capital issues remains, and is exercised 
through a Capital Issues Committee. The large liquid reserves 
of companies, however, make direct physical control necessary. 
The principal control is the building license—sufficient to the 
extent that new investment involves the construction of new 
premises. Guidance in the use of this control comes from the 
decisions on the investment program, which are formulated by 
the ministerial committees assisted by the Capital Investment 
Committee and the Central Economic Planning Staff. These 
decisions provide each department concerned with an “authorized 
program” to cover its own building—for instance, the building 
of schools by the Ministry of Education—and a “licensed pro- 
gram’ to cover building by private enterprise. 

If an industrial building project involves raising more than 
50,000 pounds in a period of twelve months, consent must be 
obtained from the Capital Issues Committee. If purchases are 
to be made with foreign exchange, an import license from the 
Board of Trade is needed. Aside from these financial consents, 
the first step for the industrial builder is to get the approval of 
the department sponsoring his industry, which will bring his 
scheme within the licensed program of that department. He 
seeks this approval by applying for a building license from the 
Regional Controller of the appropriate department. This is the 
most important consent, but there are others. The builder must 
also obtain a certificate from the Board of Trade that his scheme 
conforms to the proper distribution of industry, and permission 
from the local government authority signifying that his plans 
conform to the general development plan for the area. If this 
permission is refused, or if no decision is made within two months, 
the prospective builder may appeal to the Ministry of Town and 
Country Planning. Final consent is obtained by the sponsoring 
department which submits the scheme to the Regional Director 
of the Ministry of Works; he determines the earliest starting date 
with an eye to preventing the local building program from 
exceeding the expected local supply of iabor and materials. The 
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building license, having been referred to the Regional Director 
of the Ministry of Works, is then issued by the Regional Licens- 
ing Officer of this ministry along with permits for the use of steel 
and other controlled building materials. 


Vv 


The results of the new policy, the new controls, and the new 
machinery of planning were good. “Never before in the con- 
structive work of peace has so much been accomplished in so 
short a time,” reported Sir Stafford Cripps of Britain’s economic 
position in July 1948. “Some people have been looking for 
spectacular results. I think a comparison of where we are now, 
and where we were a year ago, is spectacular.”’ 2° Yet by the late 
spring of 1949, a new crisis had gripped the British economy and 
had severely shaken the government’s plans and expectations. 

The crisis centered on the dollar problem, which instead of 
continuing to improve, had suddenly taken a sharp turn for the 
worse. For the first half of 1949, the net gold and dollar deficit 
of the sterling area was 239 million pounds instead of 195 million 
as forecast in the Economic Survey.*1_ This meant that the net 
deficit, which had been reduced from 1,024 million pounds in 
the crisis year of 1947 to 423 million pounds in 1948, and which 
it had been expected to reduce farther still, would now be 478 
million, if the second half of 1949 should continue the trend of 
the first six months. What hope was there that the sterling area 
would ever balance its accounts with the dollar area? When, if 
ever, would Britain achieve economic independence? 

The crisis did not result from a general decline of British 
exports. Their total volume for the first half of 1949 came up to 


20 Address to the Organization for European Economic Cooperation, Paris, 
July 26, 1948. 

21In the spring of 1949, the scheduled territories which made up the sterling 
area were the United Kingdom, Ireland, Australia, New Zealand, South Africa, 
Southern Rhodesia, India, Pakistan, Ceylon, Burma, Iceland, Iraq, and the British 
Colonies. At various times in the recent past it has also included the Faroe Islands, 
Egypt, the Sudan, Palestine, and Transjordan. 
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ctor the forecasts of the Economic Survey, averaging 150 percent of 
ens- 1938. ‘The critical items were the decline of British exports to 


teel the dollar area, and the precipitate drop of exports from the rest 
of the sterling area to the dollar area. The rest of the sterling 
area, in short, adds considerably to the net deficit. Yet Britain 
cannot simply “drop” the other countries of the sterling area. 





For vital economic, as well as political and strategic, reasons, 
new eae : ; ‘ ; 

Britain’s fortunes are closely linked with theirs. For instance, 
con- . ; 

more than a third of her imports come from them; more than 
1 so aii ‘ 

; half her exports go to them. Britain’s external economic prob- 

mic ; ' ‘ rd : 
lem arises not simply from the relation of Britain to the United 
for ‘ 
States, but from the relation of the sterling area to the dollar 
OW, ‘ . ' 
area—that is, substantially the whole Western Hemisphere. 
late a + : , 

d At this writing, the new crisis has led to no radical change in 

an ' . Pinel 
policy or methods of planning. Devaluation was the principal 
P measure taken, but it appears to have been extorted by necessity 

) : ‘ : 

h rather than dictated by policy. By midsummer the speculative 
the os ‘ ‘ , es ‘ . 
fic; position in sterling was widespread. Anticipating devaluation, 
cit , 

5 buyers postponed ordering goods and making payments; the 
ion é' ' ilies" 

volume of overseas transactions in cheap sterling increased pro- 
net : : Pi 

, gressively. Finally, the drain on British reserves forced the 
; in ; 
ch 30-percent devaluation of September 18. ‘There was at least an 
1iC 


8 immediate benefit: in the next twelve days, the reserves, which 
47 had been declining since April, rose by 80 million dollars. 


1 of ; , 
Further benefits from devaluation are more speculative and 
area ‘ : 
-e cannot yet be assessed. So far as prices of sterling area goods fall, 
1, 1 , : 
sales may increase in volume. But where prices fall to the full 
tish extent of devaluation, volume will have to rise by 44 percent in 
tis 
order to earn as many dollars as before. Can we expect that far 
to : : ‘ ; 
P greater expansion of volume which will be necessary if the dollar 
Paris, gap is to be closed? 
, While devaluation may not greatly stimulate exports and dollar 
rling . , / i 
frica, earnings, it should effectively curtail dollar purchases. All mem- 


ritish bers of the sterling area, except Pakistan, followed Britain in 
devaluing. The resultant rise in the price of dollar goods will 


ands, 
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probably lead these countries to reduce dollar imports and to 
divert purchases to Britain and nondollar countries. The drain 
on reserves will be further lessened if Britain restricts drawings 
on the sterling balances which absorb British goods and services 
that might be used to earn dollars—the so-called “unrequited 
exports.” 

Along with the possible benefits of devaluation, there go equally 
real dangers, principally a renewed threat of inflation. Sooner 
or later the greater cost of raw materials must affect the price of 
British goods sold abroad, in part offsetting the advantage gained 
in the dollar market by devaluation. Will the rise in the cost of 
food and other items in the cost-of-living index likewise lead to 
wage increases? This problem is particularly difficult, because at 
the time of devaluation there were already pending a large num- 
ber of claims for wage increases by individual trade unions, while 
many union contracts have a sliding-scale arrangement based on 
the cost-of-living index. After two months of discussion by labor 
and government leaders, the General Council of the Trades 
Union Congress agreed that there must be “rigorous restraint’ on 
all wage increases and that all sliding-scale arrangements should 
be suspended for one year, provided that the index of retail prices 
does not rise from its present level of 112 to more than 118. At 
present, it appears that the General Council will be supported 
by the member unions and by the local leadership. 

Before devaluation, other inflationary pressures had already 
made themselves felt, since the surplus aimed at in the 1949 
budget failed to be realized. In addition, a renewed drive for 
exports in the dollar market made it necessary to restrict domestic 
demand. The Chancellor consequently announced in October a 
program of reductions in government expenditure, which when 
in full operation are to have a total disinflationary effect of only 
some 250 million pounds. One may hope for a more vigorous 
effort in the forthcoming budget. 

These changes in policy marked by devaluation and reductions 
in expenditure have involved no important modifications of the 
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system of planning. In spite of the “bonfires of controls” 
announced by Mr. Wilson at the Board of Trade from time to 
time, British planning still relies heavily on physical controls and 
quantitative programs, as well as on global methods of fiscal 
policy. Given the present policies of the government—its insist- 
ence on maintaining defense, capital investment, social services, 
subsidies, and housing—it is hard to see how it could be otherwise. 

To summarize: Britain can do much to help herself. One way 
is by severe deflation, not simply more pruning here and there, 
but a deflation that involves a substantial lowering of the standard 
of living. This in turn might free resources for a more vigorous 
assault on the dollar market. The political obstacles to such a 
change in policy would be great and it could hardly be hoped that 
the results would close the dollar gap. But the strategy should 
be the same as in 1940 when Britain’s chances for survival seemed 
even more remote. The United States, convinced of Britain’s 
exertions and under the pressure of her own surpluses and her 
interests in the cold war, would, it may be expected, once again 
come to Britain’s aid. 

A solution of Britain’s problems cannot rest wholly with 
Britain. There must be a general expansion in the domestic and 
colonial economies of the western nations, stimulated, for 
instance, by large American investments in the primary producing 
countries of the sterling area, and by a lowering of American 
tariffs combined with internal expansion to enlarge the market 
for British and other foreign goods. 

Should the course of events be such, then it will be possible for 
Britain to relax her system of physical planning and control. 
Import restrictions can be eased, bilateralism relaxed, and in 
time a new pattern of multilateral trade tending to balance the 
accounts of all countries may emerge to take the place of the old 
pattern shattered by the war. 

But if such a general expansion fails to occur, British planning 
will probably lean more and more toward the wartime model. 
Bilateralism will increase with the growing effort to find non- 
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dollar sources of supplies. Imports will be severely programmed 
and controlled; the same will hold true for exports, in order that 
dollars may be earned and the terms of bilateral trade agreements 
fulfilled. In a country like Britain which imports 45 percent of 
her food and go percent of her raw materials, external trade pene- 
trates the whole economy. As controls on external trade increase, 
interna] controls must follow. Britain could survive without 
many of her present dollar imports. But there would have to be 
careful and severe rationing of food, detailed allocation of 
resources, even greater direction of labor—all accompanied by an 
inevitable fall in the standard of living. Could British democ- 
racy, tough and firmly based as it is, long continue to guide and 
to survive this effort? If not, the West would lose a central 


bastion of defense. 
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THE GERMAN ECONOMIC POTENTIAL 


BY MANUEL GOTTLIEB 


I 


I T HAS long been recognized that controversy over reparations 
and the Oder-Neisse frontier played an important role in precipi- 
tating the breakdown of the Potsdam regime of East-West collab- 
oration in Germany.’ Among the many sources of this controversy 
was the divergence in appraisals of the effect of the war and its 
aftermath on the German economic potential. The western 
powers claimed that even with a revised Oder-Neisse line, the war- 
battered and refugee-burdened German economy could not sup- 
port the drain of reparations and at the same time realize other 
Allied objectives: moderate security restrictions, industrial recov- 
ery, and elimination of foreign aid. The Russians were pro- 
foundly convinced that Potsdam Germany west of the Oder- 
Neisse line possessed sufficient economic potential to meet both 
Soviet reparations demands and other Allied goals. 

It is the purpose of this paper to examine the question of the 
economic potential with respect to those fundamental limiting 
conditions which are amenable to analysis detached from the 
context of the total historical setting. The conditions selected 
for analysis concern the relationship between the Potsdam regime 
and economic potential, the availability of fiscal means and of real 
goods, and the problem of the foreign deficit. 

It would, of course, be possible to adopt another mode of pro- 
cedure. After all, sizable reparations from current product were 
raised uninterruptedly in the French and Soviet zones from the 


1For a detailed account of the history and major issues involved in this contro- 
versy, see a parallel paper by the present author, “The Reparations Problem 
Again,” scheduled for early publication in Canadian Journal of Economics and 
Political Science. 
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spring of 1946 at least through the summer of 1948. Consideration 
of this experience in the light of the pace of economic recovery 
and other factors would illuminate the problem. The French 
zone experience, however, can probably be discounted from the 
start since the magnitudes are highly speculative.? The experience 
of the Soviet zone is more instructive. It appears certain that an 
increasing mass of reparations outshipments with a value range of 
200 to 350 million dollars were raised annually from the Soviet 
zonal economy during the 1946-48 period.* During 1948 some 17 
percent of the Soviet zone’s net industrial output was officially 
budgeted for this purpose.* It was demonstrated that a reparations 
drain of this magnitude did not block a sustained rise in national 
and industrial output, achieved without outside assistance. It 
is unknown, however, to what extent this achievement was at the 
cost of consumption and undermaintenance of capital or a pitch 
of economic regimentation and “austerity’’ that could be main- 
tained only in a highly abnormal political and social regime. 
For this reason, it seems worthwhile tentatively to ignore the 
Soviet zone experience in favor of a procedure which builds up 
synthetically some conception of the extent of German economic 
potential available for reparations purposes. 

2 Except for an enlightening study of the French zone by a French leftist writer, 
Edgar Morin (Allemagne notre souci, Paris 1947), French zone economic life has 
been gingerly treated in the monographic and periodical literature available both 
in Germany and abroad. Unpublished Americam studies, prepared for the trizonal 
fusion negotiations, painted a somber picture of zonal regimentation with pin- 
pointed French controls over economic life and zonal foreign trade conducted 
chiefly with France through a French agency (OFICOMEX) across a customs 
frontier not subject to German control. A clear tendency toward underpricing of 
exports and overpricing of imports involved in the zonal trade with France was 


revealed; the extent of illicit reparations taken annually in this way was put 
somewhere between 50 to 100 million dollars. 


8 See Edward Wolf, “Aufwendungen fiir die Besatzungmichte . . .,” in Deutsches 
Institut fiir Wirtschaftsforschung, Wirtschaftsprobleme der Besatzungszonen (Berlin 
1948) pp. 120 ff., hereinafter referred to as Wirtschaftsprobleme. For other sources 
and critical discussion, see my paper, “The Reparations Problem Again” (cited 
above) Sec. III, especially note 15. 

4“Der Wirtschaftsplan 1949-50,” in Die Wirtschaft, Special Supplement (July 


1948) p. 28. 
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II 


Any inventory of the economic potential of Potsdam Germany 
must start with a consideration of the debilitating effects of the 
Potsdam economic and political regime, principally partition 
itself, the internationalization of Berlin, and the immense burden 
of occupation costs. 

Partition, only partially offset by organized interzonal trade, 
exacted a substantial toll from the economies of both eastern and 
western Germany. The frontier line followed no natural or well- 
grooved boundary, but cut across a highly interdependent tech- 
nological complex. The local economy along the zonal line was 
disrupted. The tearing apart of economic resources massed in 
separate regions inflicted serious losses, the extent of which may 
be gauged by the fact that an estimated 30 to 40 percent of pre- 
war German commodity output moved across zonal lines.® 

The adverse effects of zonal partition were augmented by the 
ruin inflicted on Germany’s largest industrial and urban center, 
Berlin. This great city with its prewar population of over 4 
million had been an important industrial workshop. It consti- 
tuted a life center of the commercial, financial, and marketing 
structure. Berlin accounted for some 10.7 percent of prewar 
German national income, 8.4 percent of net industrial output, 
and 7 percent of industrial exports. Bombing, combat, and dis- 
mantling immobilized possibly 20 percent of the productive capac- 
ity of 1936. But the real damage to the Berlin economy issued 
from the Potsdam regime. The city was wrenched from its 
hinterland, internationalized, and broken up into separate sectors 
occupied by independent armies. Even in the heyday of the 
condominium within the city, the pooled intersectoral economic 


5 See Ferdinand Griinig, “Die innerdeutsche Wirtschaftsverflechtung,” in Wirt- 
schaftsprobleme (cited above) pp. 67 ff., 72 ff., 81 ff.; Report of the Control Council to 
the Council of Foreign Ministers (Berlin 1947) Sec. IV, Pt. 7, hereinafter cited as 
CFM Report; “Ein Jahr Interzonal Handel,” in Die Wirtschaft (March 1947) 
pp. 66 ff.; “Der Interzonen- und Aussenhandel der Ostzone,” ibid. (September 1948) 
pp. 346 ff. Official Control Council data indicated that in 1946 the total turnover 
of interzonal trade (some 1.5 billion reichsmarks) was greatly depressed relative to 
prewar standards and the overall level of economic activity. 
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activities covered only foodstuffs, public utilities, and coal. The 
leadership of Berlin as a commercial, financial, and corporate head- 
quarters for Germany was destroyed. Communication with the 
city—from the Soviet zone as well as the western zones—was 
subject to special restrictions. In consequence, the economic 
energies of this once vital center were undermined and the city 
was turned from an asset into a source of deficits.® 

Rivaling in importance the loss attributable to economic chaos 
and partition was the drain on German resources and current 
product to meet liabilities imposed by the overextended Allied 
occupation forces. During 1946-47, aggregate occupation costs 
for all zones, exclusive of reparations, open or concealed, are 
reliably estimated to have been 7.5 billion reichsmarks. This 
amount is roughly one-third of national and state (excluding 
local) tax receipts for that year. Data for the two following years 
indicate that the figure was reduced by not more than 20 percent. 
Despite sustained German protests, occupation costs were main- 
tained at a high level after currency reform and consume for 
Germany as a whole from 20 to 25 percent of nonlocal tax reve- 
nue. Regionally these costs are distributed with rough imparti- 
ality. Berlin and the French zone are burdened with some- 
what higher per capita charges, while in the Soviet, American, 
and British zones these charges are approximately on a par. 

Monetary outlays indicate the overall economic drain and the 
impact on public budgets. The actual burden imposed on the 
economic process and the effect on social product vary with pat- 
terns of expenditure. Actual annual purchases from current 
physical product alone have probably amounted to some 2 to 


6 See W. Friedman, The Allied Military Government of Germany (London 1947) 
pp. 53 ff., 190 ff; R. Nieschlag, Berlins Wirtschaft im Ubergang and Probleme der 
Berliner Wirtschaft, Deutsches Institut fiir Wirtschaftsforschung (Berlin 1947) ; 
Wirtschaftsblatt fiir Grossberlin, organ of the economics department of the city 
(January—May 1948); Die Wirtschaft (August 1946) pp. 133 ff.; ibid. (October 1946) 
pp- 194 ff.; ibid. (June 1948) pp. 181 ff.; unpublished monthly and semiannual 
reports of Berlin Military Government (US). See also two recent studies issued by 
the Deutsches Institut fiir Wirtschaftsforschung, Berlins Wirtschaft in der Blockade 
(Berlin 1949) and Die gegenwdrtige Wirtschaftlage Westberlins (Berlin 1949). 
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2.5 billion reichsmarks throughout the occupation period. Of 
this amount, approximately 1 billion reichsmarks of (annual) 
purchases from current industrial production was registered in 
the trizonal area during the winter and spring of 1947-48. In 
terms of critical supplies directly consumed (coal, electric power, 
foodstuffs), the rate of occupation drain is about 5 percent, while 
in terms of overall industrial output the rate of drain would prob- 
ably run to 10 percent. The labor services of 700,000 German 
workers, employed in various capacities, accounted during 1946 
and 1947 for 1.5 billion reichsmarks. The rest of the outlay 
went into new construction, transportation and communication 
services, building maintenance and rentals, troop payroll outlays, 
payments to prisoners of war, and subsidies for displaced persons’ 
camps. Estimates of this burden on overall current social product 
have been prepared, but they take into account reparations with- 
drawals. Including these, it is figured that, during 1946-47, 18.6 
percent of current social product was used for occupation pur- 
poses and possibly 12 percent for occupation costs alone. For the 
following year an all-inclusive estimate is 16 percent. For 1948- 
49, an estimate is available for only the western zones and this 
shows a ratio between occupation cost and national income of 
8.1 percent, which exceeds the ratio of military outlays and repara- 
tions to national income during the Weimar Republic and con- 
stitutes a depletion of social product equivalent in intensity to 
the armament and military outlays of 1936. It must also be noted 
that these data and estimates take no account of the economic 
disruption wrought by the black-market activities of a horde of 
alien soldiery, freebooting civilians, and displaced persons.? 


7 Wolf, op. cit., and “Investititionsbedarf, Sparvolumen, Zahlungsbilanzausgleich,” 
in Zeitschrift fiir des Kreditwesen, vol. 1 (October 1948) pp. 127-31, especially pp. 
130-31; Report of the Military Governor (US): Finance, no. 24 (July 1947) pp. 5 f£., 
20 ff.; Ferdinand Griinig, Volkswirtschaftliche Bilanzen, Deutsches Institut fir 
Wirtschaftsforschung (Berlin 1948), unpublished; Monatsberichte der Bank 
Deutscher Lander (April 1949) pp- 37 ff; G. W. Harmssen, Reparationen Sozial- 
produkt, Lebensstandard: Versuch einer Wirtschaftsbilanz (Bremen 1947) Appendix 
XI, pp. 8 ff.; E. Klabende, “The Costs of Occupation,” in News from Germany, 
SPD foreign newsletter, Hanover (August 1948); “Besatzungslasten im Einzelnen,” 
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The wastes of partition, the paralysis of the economic energies 
of Berlin, the burdens of swollen occupation costs, were only so 
many specific refractions of a regime whose hampering effects 
seemed to radiate in all directions. Monographs could be written 
on the disturbing results of the first level-of-industry plan, the 
long delay in enacting monetary reform, the zonal maldistribution 
of the German coastal fleet and railway rolling stock, the ‘‘system”’ 
for the conduct of “foreign trade,” the extensive custodianship 
directly assumed by the military forces over tens of thousands of 
individual properties which were “confiscated,” “seized,” 
“blocked,” or subjected to “property control.” The most impor- 
tant and the most lasting of these acquisitions were the Soviet 
AG trusts and the British control over the Ruhr coal and steel 
properties. These Allied strangleholds on the German economy 
caused a deterioration of workers’ morale and the disruption of 
integrated economic planning. At the same time, they built up 
favoritism and discrimination on a gigantic scale.® 

In these circumstances, the reparations potential depended on 
changes in the Potsdam regime. A settlement reducing occupa- 


in Wirtschaftzeitung (Stuttgart), January 22, 1949, and March g, 1949; Sopade 
Informationsdienst (Hanover), April 11, 1949; Annex D to the appendices of the 
Colm-Dodge-Goldsmith report on financial reform (Gerhard Colm and others, 
A Plan for the Liquidation of War Finance and the Financial Rehabilitation of 
Germany, OMGUS, Berlin, May 1946) ; “The Occupation Expenses of the Western 
Zones of Germany,” in New Times (Moscow), May 18, 1949. With respect to the 
“economic disruption” mentioned in the text, the author has elsewhere discussed 
the loss through “mass smuggling in open black markets” by occupational per- 
sonnel (see Stingy Finance and Laissez-Faire, OMGUS, Office of Economic Advisor, 
Berlin 1948, mimeographed report, pars. 57-59); see also Hans Gurski, “Devisen- 
iiberwachung und Kapitalflucht,” in Aussenhandel, vol. 1, no. 14 (1948) pp. 3 ff. 

8 With regard to the Soviet zone, see Europa-Archiv, vol. 2 (December 1947) pp. 
1030, 1038; ibid., vol. 3 (June-July 1948) pp. 1422 ff.; F. Seume, “Organisationsforme 
der Industrie in der Sowjetischen Besatz,” in Wirtschaftsprobleme (cited above), 
pp. 211-54. The chief western counterpart to the Soviet SAG’s—with economically 
similar effects—are the Allied Ruhr controls, Allied control of Rhine shipping, and 
the enormous mass of “almost forgotten and disposable properties—Reich, Nazi, 
and others—placed under the sterilizing custodianship of what can fairly be 
described as an army of Allied and German Bureaucrats” (Stingy Finance .. ., 
cited above, p. 3). See also Monthly Statistical Bulletin of the Control Commission 
for Germany, British element (November 1948) p. 189. 
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tion forces to 100,000 men and barring recourse to German budg- 
ets for occupation costs in excess of 1 billion reichsmarks would 
have provided greater leeway for reparations than a settlement 
involving total occupation forces of some 500,000 men, as envi- 
sioned in the early proposals of Byrnes and Molotov. The insti- 
tution of monetary reform, establishment of an effective central 
government in Berlin, limitation in one form or another of the 
veto power, economic unification, and the return of the key indus- 
trial resources of the Soviet and bizonal areas to German control 
—all these would have greatly altered the balance in any appraisal 
of the underlying German economic potential. 


Ill 


Did the postwar German economy possess the ‘“‘capacity to 
pay” even after modification of the onerous Potsdam regime? 
Capacity to pay depends on the ability to raise the requisite finan- 
cial means and to provide the requisite goods. Let us consider 
first the financial problem. 

Since reparations goods are transferred from the national econ- 
omy without reimbursement, this cost must be borne by gov- 
ernment budgets or by the generation of some revenue source in 
local currency. The problem of German capacity to pay was 
approached in these terms by the Dawes Committee in 1924. The 
outer limit of capacity to pay was determined by the funds that 
could be raised for reparations purposes in a conventionally unob- 
jectionable manner and one consistent with the maintenance of 
balanced budgets and overall monetary stability. 

Ostensibly for this purpose, the Dawes Committee conducted 
a review of taxing power and expenditure needs to measure that 
elusive margin between “the maximum revenue and the mini- 
mum expenditure for Germany’s needs.” ® During the latter 
twenties, total tax receipts were approximately 20 percent of 
German national income as conventionally measured in German 


9 Report of the First Committee of Experts, Pt. 1, VIII, a, German ed. (Berlin 
1924) p. 10. 
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statistics. This percentage might well be considered the limit 
which the German bourgeois society of that period could absorb 
in view of its long conditioning under the Bismarck Reich with 
its modest tax and fiscal structure (a g to 10 percent ratio) and 
extremely low rates of income taxation.’? But the margin of tax 
acceptability may now safely be placed at a much higher level, as a 
result of two decades of steadily increasing tax rate structure, 
increased rationalization of the fiscal and tax system, the element 
of habituation, and the effect of the extreme height to which 
German taxes were increased under the Allied Control Council 
regime.'' The German tax level is now at its peacetime peak.” 

On the expenditure side, a margin is provided by the elimina- 
tion of military expenditures, which during the twenties used 
up about 5 percent of net governmental expenditure. This mar- 
gin, however, is offset by the expenditure needs generated by the 
low level of per capita income and the disorganization and disrup- 


10 See Statistischen Reichsamt, Das deutsche Volkseinkommen vor und nach dem 
Kriege, Einzelschriften zur Statistik des Deutschen Reichs, no. 24 (Berlin 1932) 
p- 141. Since the measurement of income is conventional, the percentages used are 
relevant only for comparison through time and not as a measure of absolute 
amounts. See B. Harms, ed., Strukturwandlungen der deutschen Volkswirtschajft 
vol. 2 (Berlin 1939) pp. 393-450, especially pp. 403 ff., 425 ff. 

11 See Deutsches Institut fiir Wirtschaftsforschung, Die deutsche Wirtschaft zwei 
Jahre nach dem Zusammenbruch (Berlin 1947), hereinafter referred to as Zwei 
Jahre nach. For the individual years the figures run as follows: 1929, 19 percent; 
1930, 20 percent; 1932, 23 percent; 1936, 24 percent; 1938, 27 percent; 1939, 30 
percent; 1944, 35 percent; 1946, 44 percent. For a description of the Allied Control 
Council tax program, see Report of the Military Governor (US): Finance, no. 24, 
pp. 2 ff.; E. Gomberg, Germany: Postwar Tax Program, OMGUS, Finance Division 
(Berlin 1946); H. Jecht, Probleme der Einkommensteuerreform (Géttingen 1948). 

12 The tax program enacted in western Germany in the period June—September 
1948 left an aggregate tax rate structure approximately midpoint between the 
1933-37 average and the 1946 peak. Thus, the corporate income tax rate was fixed 
at 50 percent in contrast to the prewar 20 percent, and the aggregate share of 
taxable net income absorbed by the personal income tax (exclusive of wages) is 
estimated at 32 percent as compared with, for example, the 1938 ratio of 16.3 
percent. See Monthly Report of the Military Governor (US), no. 36 (June 1948) 
pp. 4 ff.; ibid., no. 40 (October 1948) pp. 66 ff.; Wirtschaft und Statistik, vol. 21 
(1941) p. 125; Monatsberichte der Bank Deutscher Ldnder (April 1949) pp. 33 ff... 
36 ff.; Walter Heller, “Tax and Monetary Reform in Occupied Germany,” in 
National Tax Journal, vol. 2 (September 1949) pp. 215-31. 
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mit tion arising out of the war and its effects. Almost 20 percent of 
orb the western German population may be counted in the ranks of 
ith the aged, sick, disabled, widowed, or orphaned, who obtain social 
ind assistance in one form or another. Social groups and individuals 
tax who shouldered the direct incidence of war loss (expellees, refu- 
aS a gees, bombed-out persons, prisoners of war) seek special restitu- 
Ire, tion. The extensive state properties and public buildings, roads, 
ent canals, railways, and other public facilities need renovation and 
ich rebuilding. The call for subsidies for purposes of economic 
cil stabilization, such as development or support for high-cost mar- 
‘ ginal production (coal, foodstuffs), is greatly increased. The gap 
na- between domestic and world grain prices alone costs from 333 to 
sed 500 million reichsmarks annually.1* Most of these expenditure 
iar- “requirements” are elastic, and the extent to which they are satis- 
the fied will vary with revenue availabilities and many other condi- 
up- tions. Any effort to prescribe or predict the future relationship 

between revenue and expenditure for the purpose of identifying 
dem some exploitable reparations “margin” appears hopeless. If the 
ga magnitude of a reparations target selected for analysis is suffi- 
lute ciently small in relation to national income and total tax receipts, 
“ then taxing power and expenditure requirements will be suffi- 
zwei ciently elastic to permit its fiscal accommodation, given suitable 
wale conditions.'4 
cent; — 
, 30 The nature of these conditions would appear to depend on 
itrol the concrete circumstances of the case. The Germany of the 
ae Dawes Plan era was emerging from a long series of unbalanced 
ot 18 See the short comments in Monatsberichte der Bank Deutscher Lander (April 
the 1949) pp. 22, 37 ff.; Report of the Military Governor (US): Finance, no. 24, pp 
—— 7 ff.; Wolf, “Investititionsbedarf . . .” (cited above) pp. 127 ff.; Harmssen, op. cit., 
— Appendix XI, pp. 13 ff.; Report of the Military Governor (US), no. 37, pp. 77 fE.; 


s) is “Materiellen zur deutschen Sozialversicherung,” in Europa-Archiv, vol. 3 (May 


16.3 1948) pp. 1287-92, 1340-44. 

14 During 1946, total tax receipts and national income are estimated by the 
Institut fiir Wirtschaftsforschung to have been 21 and 48 billion reichsmarks, 
respectively. During 1947, these magnitudes increased to about 25 and 58 billion 
reichsmarks, respectively. For 1947, reparations payments of 2 billion reichsmarks 
(in the neighborhood of Soviet claims) would have required 8 percent of tax 
receipts and 4 percent of national income. 
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government budgets resulting from continuous inflation, misman- 
agement of expenditures, and careless handling of revenues. Pros- 
pects for fiscal stability were uncertain. Hence the Dawes Com- 
mittee wisely forbore from any general drain on German gov- 
ernment budgets for the first two years. In addition to earmark- 
ing the proceeds of a single tax source, they laid a partial capital 
levy on industry and the railways in the form of new indebted- 
ness, the service of which was earmarked for reparations purposes. 

The situation after World War II was quite different. The 
process of inflation was stopped in its tracks by stabilization of 
the system of “suppressed inflation.” In this setting, taxing power 
was raised to a high degree of potency. Civilian German expendi- 
tures were by design, inadvertence, and default subjected to a 
relentless compression, which made way for the large occupation 
costs, reparations, and other expenditure requirements imposed 
by the occupation.» Budgets in Potsdam Germany during 1946 
were approximately balanced. By the spring of 1948 they were 
placed in a surplus position.1* This surplus was precarious and, 
in a sense, artificial because of the “suppressed inflation.” The 
experience of western Germany, however, suggests that the stim- 
ulating effects of financial reform and the economic expansion 
resulting therefrom cannot only keep the level of tax revenues 
on an even keel but also absorb the effects of considerable tax 
reduction.’” If this is even approximately the case, the problem 
of available means for reparations payments is solved, for they have 
already been “built into” the German postwar financial system. 

15 See Report of the Military Governor (US): Finance, no. 24, pp. 7 ff., 12 ff. 
CFM Report, Sec. IV, Pt. 10 (Finance), “Budgets”; OMGUS, Military Government 
Regulations (Berlin 1948) Title 7, pars. 215, 221, 225; Title 13, par. 17; Title 16, 


passim; “Haushalte in der Ostzone,” in Deutsche Finanzwirtschaft, vol. 1 (1947) 
no. 3, pp. 21 ff.; no. 4, pp. 4 ff.; no. 5, pp. 11-13. 

16 See Report of the Military Governor (US): Finance, no. 24, p. 1, no. 32, pp. 
1 ff.; European Recovery Program, Joint Report of the United States and United 
Kingdom Military Governors (September 1948) p. 29. 

17 See European Recovery Program (cited above) pp. 32 ff.; Monatsberichte der 
Bank Deutscher Lander (February 1949) pp. 7 ff., (March 1949) pp. 9 ff.; (April 


1949) pp. 10 ff. 
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an- IV 
seas Did the German economy possess sufficient industrial productive 
wee power to transform available financial means into real goods? 
“ For the German economy of 1936 the answer would be clearly 
Tk- in the affirmative.'® The issue then turns on the extent to which 
- the prewar reparations potential survived losses arising directly 
- or indirectly from the war. There are two categories of losses 
. which, though they verge on each other, may be distinguished 
we both analytically and practically. The losses in the first category 
- can be remedied by a process of recovery and reconstruction. 
se This would involve mainly the rehabilitation of the shattered 
” organizational and institutional structure of economic and politi- 
on cal life, the revival of agricultural productivity to (or close to) pre- 
_ war levels, the recovery of the vital Ruhr coal output, the avoid- 
ed ance of acute urban underfeeding, the repair of the transport 
46 system, the achievement of a working social (internal) equilib- 
si rium, adjustment to the (external) domination of power politics, 
ad, and the like. The impediments and losses of the second category 
he are linked with the first but are distinguished by the fact that 
m- they are not amenable to rehabilitation or healing by a process 
on of recovery and reconstruction. These losses have directly affected 
1€S the environment, the resources, and the population which go to 
ax make up the German economy. They would condition any 
‘m process of recovery since they embody structural changes whose 
ve effects necessarily persist. 

Discussion of the first category of losses would be unprofitable 
a: except in the context of a general review of the total historical 
ent situation which marked the postwar German problem. The sec- 
on ond category of losses is more susceptible of detached analysis; in 
any case, these losses establish certain objective limits with which 
- any consideration of the reparations problem must cope. 

18 See Burton Klein, “Germany’s Preparation for War,” in American Economic 
ler Review, vol. 38 (March 1948) pp. 56-77, especially pp. 61 ff., 68 ff.; U. S. Strategic 
il Bombing Survey, The Effects of Strategic Bombing on the German War Economy 

(Washington 1945) pp. 29 ff., 43 f£., 53 ff. 
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Let us consider first the question of population. The aggregate 
population of postwar Germany emerged approximately 
unchanged, since the losses caused by the war were offset by 
enforced repatriation of Germanic peoples from outlying areas.’ 
The productive power of this population, however, was reduced by 
a coefficient difficult to assess quantitatively, but probably ranging 
from 20 to 30 percent. This loss in productive power is due 
chiefly to the altered composition of the population: higher aver- 
age age, unbalanced regional and urban-rural distribution, rela- 
tively high proportion of women and children, great shrinkage 
in the number of the most productive males in the twenty to 
forty age bracket, and considerable increase in physical disability. 
In consequence, the labor force has been reduced by about 15, per- 
cent, the “burden” of “unproductive consumers” has increased 
correspondingly, and the work potential and craftsmanship embod- 
ied in the labor force has deteriorated.” 

Equally unfavorable were the losses through territorial cession 
in three basic resources of the German economy: food land, tim- 
ber stand, and coal mines, which were reduced by some 26 per- 
cent, 20 percent, and 17 percent, respectively. These resources 
were extensively worked and there were no empty spaces to which 


19 The population census of October 1946 enumerated 65.9 million persons. 
Subsequent estimates indicate that 1948 population may be put at 68 million 
persons and that of 1950 at 69 million; see Population Index, vol. 14 (July 1948) 
pp. 291-98; Statistical Annex, Report of the Military Governor for Germany (US) 
(November 1948) no. 40, p. 70; Economic Developments since Currency Reform, 
Special Report of the Military Governor (November 1948) p. 5. The size of the 
1948 population may be compared with a population (Altreich basis) of 57.8 
million in 1910, 62.2 million in 1925 and 69.3 million in 1939. It is in this sense 
that the text refers to the “stability” of the postwar German population. 

20See Wilhelm Bauer, “Das deutschen Bevélkerungsprobleme in europdischer 
Sicht,” in Europa-Archiv, vol. 3 (June-July 1948) pp. 1395-1410, and “Die Krieg- 
schiden am deutschen Volkskérper,” in Zwei Jahre nach (cited above) pp. 14-37; 
C. Arnold, “Die Arbeitsmarkt in den Besatzungszonen,” in Wirtschaftsprobleme 
(cited above) pp. 36-65; The Population of the US Zone of Germany, Il, OMGUS 
(Berlin, November 1947); Harmssen, op. cit., Appendix V, pp. 9 ff.; H. Sauerman, 
“Die soziale Umschichtung,” in Verhandlungen des achten deutschen Soziologen- 
tages (Tiibingen 1948) pp. 93-105; Gustav Stolper, German Realities: A Guide to 
the Future Peace of Europe (New York 1948) Ch. 2, “Biological Destruction,” 


pp. 22-40. 
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the Germans could turn to balance these losses. Food acreage 
in Potsdam Germany could be increased only slightly; new coal 
mines or hydro sources were marginal propositions; and the tim- 
ber loss was irremediable.*! 

German railways were seriously damaged by bombing, combat, 
and seizure of rolling stock and trackage. Trackage was also lost 
as a result of territorial cession. The German inland waterway 
and coastal fleets were heavily damaged. Even allowing for 
repair of all the bottlenecks, the general capacity of the trans- 
port system has shrunk by some 20 to go percent.?? 

Of comparable gravity were the building losses. —The combined 
effect of bombing, combat, and territorial cession reduced the 
supply of the German residential housing for the entire nation 
by 36 percent.** The supply of commercial buildings and public 
facilities probably fell by more than 50 percent, since they suf- 
fered the highest rate of destruction. 

With regard to industrial equipment and buildings, the amount 
of overall damage or loss, in comparison with 1936 levels, appears 
to have been very slight and probably not in excess of 10 percent. 
The rate of new investment in nonarmament facilities was amaz- 
ingly high from 1936 to 1939. Industrial buildings tended to 
cluster outside the range of the focal points of air raids and, on 
the whole, they were better able to withstand the shock and dam- 


21 See Economic Data on Potsdam Germany, Special Report of the Military 
Governor (US), September 1947, pp. 2 ff., 8 ff.; Hans Liebe, “Agrarstruktur und 
Ernihrungspotential der Zonen,” in Wirtschaftsprobleme (cited above) p. 26; 
F. Heslee, German Forestry (New Haven 1938). 

22 See U. S. Strategic Bombing Survey, op. cit., pp. 5 ff., 13 ff., 27 ff.; CFM Report 
(cited above) Sec. IV, Pt. 9, Annex 1. The overall impairment of the prewar 
German transport system is difficult to measure. Extreme limits—45 to 50 percent 
and 70 percent—are given, respectively, by the Institut fiir Wirtschaftsforschung 
in Zwei Jahre nach (cited above) and Harmssen, op. cit., Appendix V, p. 30, and 
Appendix VIII. These figures, however, underestimate the amount of repairable 
damage. For data on question of turnover time, see Harmssen, op. cit., Appendix 
VIII, “Verkehrswirtschaft,” p. 8; European Recovery Program (cited above) p. 40; 
“Der Wirtschaftsplan 1949-50” (cited above) p. 11. 

23 On the basis of unpublished OMGUS studies, it is estimated that the shrinkage 
due to bombing and combat was about 25 percent and that due to cession of the 
eastern territories, 11 percent. 
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age inflicted. Moreover, the greater part of the German con- 
struction and machinery industry was mobilized during the war 
to repair damage to critical installations. Much of the economic 
effort of the first two years of the occupation appears also to 
have been employed for this purpose. There was, of course, the 
outright net loss of the industrial facilities located in the ceded 
areas, amounting to 7.5 percent. Of lesser importance is the loss 
sustained by dismantling, actual and projected, aside from purely 
armament plant.** 

Over and above these losses was another group—seizure of 
foreign assets, precious metal stocks, and the ocean-going fleet, con- 
fiscation of patents, and restriction of fishing rights—which has 
gravely weakened German export capacity and increased the ten- 
sion involved in reaching a balance of international payments.” 

These structural losses have undoubtedly reduced the prewar 
economic potential of the German economy. The critical issue 
is whether enough of that potential has survived to permit indus- 
trial output at 1936 levels. We have already concluded that sufh- 
cient industrial facilities and equipment are at hand, given a rea- 
sonable period for repair of bottlenecks.** The issue then boils 


24 It is not possible here to be more precise in our estimates. A less generalized 
appraisal of the situation would require examination of special cases and problems 
(bottleneck repairs, Ruhr coal mines, the iron and steel industry, machine tool 
availabilities, Soviet zone dismantling). The significant point is that industrial 
production maintained itself to a surprising degree through the fall of 1944. The 
detailed findings of a ten-city study made by the United States Strategic Bombing 
Survey show that of the limited loss in industrial production due to “general area 
raids” more than 75 percent was attributable to causes other than direct damage 
to industrial installations; see United States Strategic Bombing Survey, op. cit., pp. 
11 ff., 26 f£., 45 ff.; and Area Studies Division Report (Washington, January 1947) 
pp- 17 ff. Allied estimates of German postwar industrial capacity are on a sounder 
footing than is generally realized, for they were backed up by a number of factory 
surveys involving direct inspection of as large a sample as 10 percent of an industry. 
The above lend support to our rejection of the contention that postwar German 
industrial capacity was only two-thirds that of 1936; see Harmssen, op. cit., 
Appendix VII, “Die Industrie,” pp. 26 ff., and Zwei Jahre nach (cited above) pp. 41 
ff., 138 ff. 

25 See Section V of this article. 

26 According to prewar estimates, industrial production during 1936 was only 
70 percent of capacity (Harmssen, op. cit., Appendix VII, “Die Industrie,” p. 23) . 
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down to whether the structural losses will indirectly prevent indus- 
trial output from reaching 1936 levels. 

In the matter of natural resources, the primary effect on indus- 
try would come from the coal supply. A coal shortage would, of 
course, directly injure the German balance of trade, since coal 
was a prime German export item, but we are not concerned with 
that problem at the moment. The valuable brown coal fields are 
capable of being put to more intensive use, and the extent of the 
damage to the Ruhr hard coal fields may be deemed nominal. 
More difficulty is created by the transportation bottlenecks and it 
is not accidental that the economic progress of western Germany 
is subject to strain on this account. The main structural damage 
—to grounds, fixed facilities, and the like—was largely repaired 
within the first three years of the occupation. And the shortage of 
rolling stock can be remedied either by imports or by extended 
production and accelerated repair, at the cost, however, of improv- 
ing civilian transportation, which has deteriorated greatly. 

The labor shortage cannot be considered a major bottleneck, for 
productivity and employment in industry, which is the crucial 
segment of the economy for reparations purposes, need not decline 
by the national average. There are vast reserves in the prewar 
German labor force, which are capable of being mobilized on the 
industrial front. Industrial employment absorbed only 33 to 34 
percent of the prewar German labor force. Shifts from both the 
extensive service and trade employments would be feasible. Sheer 
poverty would force many married women, formerly included in 
the dependent nonworking class, into the labor force. If the mar- 
ket tendencies in this direction were reinforced by special controls 
and stimulants—wage policy, food rationing supplements, occu- 
pational training programs, direct conscription, and other means 
of recruiting and mobilizing labor—industrial production would 
not need to suffer from lack of labor power.?* 


27 “Here as in so many other fields the distribution of the labor force is quite 
contrary to the actual requirements of the economic system” (The Population of 
the US Zone of Germany, II, cited above, p. 55). 
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Another important category of loss—destruction of residential 
dwelling and household effects—exerts an enormous influence 
on the standard of living and of creature comforts. In view of 
conscription and allocation of housing space, the extent to which 
this destruction has impaired industrial production is question- 
able. Actually, damage to commercial and public buildings—down- 
town stores, handicraft shops, theaters, railway stations, govern- 
ment buildings, and the like—was more extensive. In any case, 
the experience of all desolated areas demonstrates that building 
damage can be largely ‘‘absorbed” without causing any appreciable 
curtailment of industrial output. Here again the general standard 
of living suffers and various shortcuts have to be devised for the 
conduct of public (bureaucratic), commercial, and cultural life. 

Property damage also enters into the problem of reparations 
potential through the claims on industrial output for capital 
replacement, reconstruction, and repair. The extensive invest- 
ment quota contained in the 1936 level of industrial output and 
social product generally would go a long way toward satisfying this 
claim. It is estimated that total gross investment in 1936 amounted 
to some 14.2 billion reichsmarks or about 14 percent of gross 
national product. Net investment was about two-thirds of this total. 
While the estimate is admittedly generous, some 6.6 billion reichs- 
marks of this investment is credited to the military account. If 
this were diverted to the civil economy, it would permit rates of 
capital growth above average prewar levels. Of the total invest- 
ment value only the smaller part is drawn directly from indus- 
trial output, though that part is of critical importance. Consid- 
ered in terms of value sources, construction, transportation, and 
handicraft contribute the predominant share. The vital construc- 
tion industry of Germany and the building material sources it 
utilizes have been among the least injured components of postwar 


German economic life.?® 


28 See Klein, op cit., pp. 66 ff., and unpublished Allied Control Authority papers. 
In an unpublished survey of social product of Bizonia for the spring of 1948, an 
index of 65 was assigned to construction after review of all available data, as against 


an index of 50 for industry. 
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l In summary then, industrial production, under a reasonably 
2 adequate peace settlement and an orderly governmental regime, 
t had objective possibilities for industrial recovery up to 1936 out- 
1 put levels. The equipment, the facilities, the manpower, and many 
. of the local materials are available. This judgment is confirmed 
, by actual postwar developments. Under the prevailing conditions 
» of the Potsdam regime the index of industrial production during 
, 1946 and 1947 reached 27 percent and 35 to 37 percent of the 
o 1936 level, respectively. By the spring of 1948, it was near 45 
e percent.*® Taking into account the amelioration achieved by 
d overall financial reform, it could easily be anticipated that the 
e index would reach a level between 60 and 70 percent, with further 
gains hinging largely on the recovery of coal and steel. The eco- 
s nomic progress made by western Germany during the first six 
1 months after reform gives substantial support to these views.*° 
t- 
d Vv 
is There is every reason to believe that any “internal” German repara- 
d tions potential coexisted with an “external” deficit potential in the 
SS foreign balance of payments. The main burden of the structural 
1. losses comes home to roost, as it were, on the foreign balance. On 
s the basis of prewar scales of production and techniques, the struc- 
lf tural loss of the food lands reduces German indigenous food pro- 
of 
29 For 1946, the Institut fiir Wirtschaftsforschung worked out an overall index 
t- of industrial production of 27 percent (Zwei Jahre nach, cited above, p. 265); this 
S- compared the whole of Potsdam Germany, including Berlin, with prewar Germany. 
j Hence it is lower than any simple combination of zonal indexes. (Economic Data 
r on Potsdam Germany, cited above, p. 31, put the four-zone index at 39 percent 
id for the second half of 1946). The overall index for 1947 was about 35 to 37 percent 
Cc with a rising trend. The bizonal index for the eleven months following August 
fe 1947 moved as follows: 42, 43, 45, 45» 44, 47» 47» 51, 53» 47, 51. Soviet zone leaders 
it claimed to have ended the year with an index of 59. Industrial output in the 
ar French zone likewise expanded continuously during 1947. 
30 The industrial output index for Bizonia rose from 51 in June 1948 to 65 in 
August and 70 in September. The relatively slight extent to which this rise can 
rs. be attributed to Marshall Plan aid is indicated by the fact that by September 1948 
an ECA deliveries amounted to only 37 million dollars and that virtually all in the 
ast form of foodstuffs, Italian fruits, and the like (European Recovery Program, cited 
above, pp. 7 ff.). 
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duction from 2,440 calories to about 1,830 per person per day. 
Implicit in these figures are the increased import requirements, 
which have been held more than once to spell German doom. 
Other structural losses—the confiscation of German foreign assets 
and of shipping and monetary reserves, the seizure of patents, 
the loss of timber and coal resources—also inflict their greatest 
injury on the foreign balance. By raising the propensity to import 
and reducing export capacity, these changes weaken Germany’s 
competitive position in foreign markets. This internal deteriora- 
tion of the foreign balance is aggravated in turn by a series of 
untoward external developments, which tend to turn the terms 
of exchange of raw farm produce against manufactured goods 
and to render more difficult the satisfaction of Germany’s import 
needs through external trade. 

For the German economy these momentous changes mark the 
fulfillment of those forebodings with regard to the external bal- 
ance which in one or another form and context have gained 
increasing prominence in German economic thought and _ prac- 
tical economic policy ever since the turn of the century.*' It will 
not be attempted here to assess with any precision the element 
of strain involved. Its intensity is only suggested by the experi- 
ence of the first three years of occupation, since both the deficits 
in western Germany and the “surpluses” or “balance” in the 
Soviet and French zones failed to reflect the underlying economic 
potential of the respective areas.** The order of magnitude of 
this strain may be better gauged by adjustment of the prewar 
balance in Germany’s trade position to allow for the changes that 
have occurred. 

The German import-export account achieved a surplus posi- 
tion during the latter thirties (1935-37 average) amounting to 
approximately 370 million reichsmarks annually. In 1928 prices, 


81 See A. Gerschenkron, Bread and Democracy in Germany (Berkeley, Calif., 
1943) pp. 59 ff., 200 ff.; Harms, B., ed., op. cit., vol. 1 (Berlin 1929) pp. 394, 422 ff. 
82 For data on the official “balance of payment” experience of the western zones, 
see Bulletin Statistique, no. 5 (January 1948) pp. 118 ff.; Statistical Annex (cited 
above) no. 40, p. 70; Monthly Report of the Military Governor (US), no. 41, p. 4. 
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however, this trade would have yielded a deficit of some 630 mil- 
lion reichsmarks, owing to the relatively high agricultural prices 
of the late twenties. Prediction of future price relationships is 
a risky undertaking. But the main exporting countries of raw 
produce are now well organized and have been “spoiled” by the 
development of their monopoly power and experience with domes- 
tic controls. Maintenance for any extended period of the 
extremely unfavorable price levels of the thirties is therefore 
unlikely. One probably errs on the optimistic side by merely 
striking off the export “surplus” achieved during 1935-37 because 
of altered price relationships. From there on, we can figure on 


diminished coal exports, added charges for shipping, and 


increased imports of foodstuffs and timber. Some allowance must 
be made for reduced exports due to the loss of German foreign 
assets, patent rights, and gold reserve. The foreign trade pattern 
that emerges shows imports increased from 4.2 to 7.6 billion 
reichsmarks and exports reduced from 4.8 to 3.5 billion, leaving 
a trade deficit of more than 50 percent.** 

Surprisingly enough, an overall deficit of this magnitude would 
appear to fall within the range of corrective action, granted recov- 
ery of industrial output and agricultural productivity to 1936 


83 Our calculation is very rough, but it will serve to indicate the order of magni- 
tude. For foreign trade data in terms of 1928 prices, see Statistisches Jahrbuch, 
1938, p. 256; Economic Policies . . . (cited above) September 1947, p. 129. Theoreti- 
cally, all the German coal exports, amounting to about go million tons annually 
in the thirties, would be eliminated by the loss of Saar and Silesian coal (see 
R. Rassman, Die europdische Steinkohlenwirtschaft zwischen dei beiden Welt- 
kriegen, Oberursel 1947). The shipping loss is estimated at 650 million reichsmarks. 
This is not believed to be too high an estimate since actual freight charges during 
1948-49 were scheduled at 135 million dollars for western Germany alone. German 
estimates for the shipping loss range as high as 1 billion reichsmarks (see Harmssen, 
op. cit., Appendix IX, p. 11, and European Recovery Program, cited above, Country 
Studies, Ch. 17, Table 11-A). The prewar timber imports (which averaged about 
250 billion reichsmarks during 1934-36) would be about doubled to offset the loss 
of the eastern timber production. Foodstuff imports would rise from 17 percent 
of total food consumption (calorie basis) to 36 percent while the cost of imported 
foodstuffs would increase by 2 million reichsmarks (estimates based on Harmssen, 
op. cit., Appendix VI, p. 25). Regarding the general impairment of exports from 
the causes mentioned in the text, we may accept the modest 10 percent estimate 
suggested by Harmssen, op. cit., Appendix V, pp. 9g, 30. 
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levels. The prewar import pattern contained an impressive 
amount of “vulnerable” items (tropical edibles, fruits and vege- 
tables, tobacco, motion pictures) which could readily be curtailed. 
Prewar patterns of indigenous food production involved relative 
concentration on tasty but calorie-poor products per unit of land 
use, while distribution of foodstuffs on the principle of a free 
market permitted wasteful consumption by high and middle- 
income groups.** The relatively low prewar price of coal pushed 
its consumption into marginal uses (space-heating and the derived 
forms of electricity and gas) and encouraged wasteful habits of 
consumption for unessential purposes. On the industrial side, 
armament production absorbed products potentially available 
for export markets and supported a level of steel output that 
required extensive imports of ores and auxiliary materials. Tight- 
ening up of the economic system all along the line would result 
in a utilization of internal resources and a consumption pattern 
that would eliminate the external deficit. Various models of this 
kind have been worked out and are elsewhere available for inspec- 
tion.** Their principal deficiency concerns the economic mech- 
anism whose operation they postulate and the social and institu- 
tional setting which that mechanism, to the extent reliance is 
placed on direct controls and rationing, would require for effec- 
tive operation over a long peacetime period. 

Arrangement of an appropriate utilization of internal resources 
for a foreign balance and the elimination of domestic underpro- 
duction, however, embody only a part of the adjustments required 
to eliminate external assistance. More important for the prob- 
lem here under scrutiny is the tendency of deficits to be prolonged 
because of external factors, even after an appropriate internal solu- 

84 See Henry Morgenthau, Jr., Germany is Our Problem (New York 1945) pp. 48, 
62; B. U. Ratchford and W. O. Ross, Berlin Reparations Assignment (Chapel Hill, 
N. C., 1947) pp. 160 ff.; Alvin Johnson and Ernest Hamburger, “The Economic 
Problem of Germany,” in Social Research, vol. 13 (June 1946) pp. 138-45. 

85 See Ratchford and Ross, op. cit., pp. 161 ff., 190 ff.; Johnson and Hamburger, 
op. cit., pp. 63 ff.; the revised bizonal level-of-industry plan (Economic Policies .. ., 


cited above, pp. 98 ff., 129 ff.; Harmssen, op. cit., Appendix IX, “Der Ein- und 
Ausfuhrhandel,” pp. 14 ff. 
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tion has been achieved. This hard core of the deficit derives 
from the fundamental German trade structure and the way in 
which the German economy was fitted into the European and 
world economies. Though this structure was subject to consid- 
erable fluctuation with respect to individual countries and 
products, its main features persisted through prolonged periods of 
stress and change; it emerged almost of its own accord once trade 
relations were reopened on a normal basis after World War. I; it 
survived the economic nationalism of the thirties; it is now being 
revived by the European Recovery Program in intensified form.** 

The basis of the German trade structure was the earning 
through surpluses in Germany’s intra-European trade the free 
foreign exchange required to finance the larger part of Germany’s 
substantial import surpluses of raw materials and foodstuffs from 
Asia, Africa, and the Western Hemisphere. Though virtually all 
European countries contributed surpluses to the German foreign 
account, the role played by Germany’s immediate western Euro- 
pean neighbors—Britain, France, Belgium, Holland, and Sweden 
—was paramount. Thus during the four years 1913, 1925, 1927, 
and 1929 the percentage of German exports marketed in Europe 
fluctuated between 73.6 and 75.1 percent, while her imports orig- 
inating in Europe ranged between 52.6 and 54 percent of total 
imports. The magnitude of the non-European trade deficit fluc- 
tuated between 610 and g6o0 million dollars (current value) and 
the slowness with which Germany regained her “earning power’’ 
through intra-European trade was one of the principal causes of 
her overall trade deficits during the latter twenties. 


36 “The Bizonal pattern of trade at the end of the recovery period is expected to 
conform to the prewar pattern in essentials, although the scale of trade and its 
direction and constituent items will almost certainly be substantially changed. 
The area will import food, industrial raw materials, and manufactured goods, 
chiefly from the Western Hemisphere and other non-participating areas. It will 
export coal, steel and manufactured goods, chiefly to other participation areas. . . 
Under optimistic assumptions with respect to the recovery of Germany exports to | 
the Western Hemisphere, the Western Hemisphere deficit for 1951-52 was scheduled 
at 655 million dollars” (European Recovery Program, cited above, Western Ger- 


many, p. 51). 
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The overall balance between exports and imports achieved 
during the thirties turned on the development of more balanced 
regional trade relationships. Of critical importance here was the 
trade relationship with the United States. During the 1935-37 
period, imports from the United States were drastically scaled 
down to a quota of 5.5 percent as compared with an export quota 
of 3.7 percent. (In the previous period, German exports to the 
United States had ranged between 6.5 percent and 7.4 percent, 
while her imports from the United States were between 13.3 per- 
cent and 17.8 percent.) During the thirties the important trade 
with Asia and Oceania was approximately balanced. The trade 
deficit with Africa and the Western Hemisphere was reduced to 
150 million dollars and brought within the bounds of the sur- 
pluses in convertible currencies that could be earned through 
intra-European trading. Europe remained Germany’s chief export 
market, absorbing 71 percent of Germany’s exports, but it pro- 
vided 59 percent of Germany’s imports. 

The two main supports of this trade structure and this kind 
of interweaving with the European and world economy have been 
undermined since World War II. First, the possibilities for earn- 
ing gold or dollars through surpluses in the intra-European trade 
account have dwindled. Dollar scarcity may not remain at the 
acute pitch reached in 1947 and 1948; in time the leading western 
European trading countries may achieve a balanced position. But 
to meet Germany’s trade needs her partners must be sufficiently 
prosperous in their trade relationships with the non-European 
world to amass a surplus of gold and convertible currencies. One 
need only recall the displacements in wealth, political power, and 
commercial relationships induced by the war to realize that for 
the foreseeable future this condition will not obtain. Germany 
might be able to earn small amounts of convertible currencies 
on balance from some of her “prime” or “first-class” export items 
and from some of her more prosperous neighbors. But for some 
time to come, the amount will certainly be less than what was or 
could have been earned during the thirties which, in turn, was 
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much less than what was or could have been earned during the 
twenties. 

While Germany’s ability to earn gold or dollars through intra- 
European trade has been greatly weakened, her need for con- 
vertible currencies to meet her non-European trade deficit has 
been greatly extended. An exaggerated but basically accurate 
reflection of the short-run pattern appears in the western German 
balance of payments under the occupation and through the first 
year of ERP. Imports from the United States amounted to more 
than 50 percent of all imports, whereas exports to the United 
States were less than 5 percent of the total.** This reflects Ger- 
many’s heightened dependence upon supplies and products from 
the Western Hemisphere and her weakened ability to obtain these 
supplies from eastern Europe, Asia, and Africa. For one thing, 
Germany has been made more dependent on Western Hemisphere 
grains and other edibles because of the loss of her eastern food 
lands. For another, the loss of German shipping will force her 
to rely on American shipping for a considerable future. And 
finally, it is dubious whether German commercial interests can be 
built up in Africa, Asia, the United States, Oceania, and South 
America to their former level, in view of the loss of patents, con- 
fiscation of German foreign assets, banking, and other connections, 
and her depleted capacity to compete with American technology. 
Some of Germany’s synthetic production will—and must—be pro- 
hibited; certain markets under British or French control will be 
closed; markets in eastern Europe will be under Soviet control; 
and German bargaining power for her prime export items will be 
hampered by her status as a weakened political power. 


VI 


Our inquiry into the economic potential of Potsdam Germany 
for reparations purposes finds a threefold source of impairment. 
On one level we encounter the political and economic regime 


37 For the first nine months of 1948, 53 percent of bizonal imports were obtained 
from the United States (Aussenhandel, vol. 1, no. 14, p. 46) . 
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which grew out of Potsdam. The regime drained resources for 
unproductive ends, sapped morale, and undermined the recovery 
process. By weakening visible German economic potential, the 
regime itself worsened the prospects for a peace settlement, for this 
settlement depended in large measure on a reparations agreement, 
which in turn was rendered difficult by the apparent weakness 
in the German economic position. The vicious circle becomes 
closed by the fact that the worst features of the Potsdam regime 
were born of controversy over reparations and the absence of 
settled arrangements. 

The debilitating effects of this situation were the more harm- 
ful since they hit an economy which had emerged from the holo- 
caust of war bleeding at every pore. The vital underpinnings of 
this economy—food lands, productive power of labor, energy 
sources, building structures, and foreign trade assets—were cut 
by a fourth, a third, or even half. Only by dint of a strenuous 
mobilization of economic reserves and resources did it appear 
possible to regain 1936 levels of national product and to achieve 
the utilization of internal resources necessary for the establish- 
ment of foreign trade balance. In the main, such a mobilization 
would have to operate with the instruments of nonmarket con- 
trols, with surplus income from whatever source pared to the 
bone, with incentives enforced at all costs, and the economy and 
public policy oriented along collectivist and centralistic lines. 
For the Soviet Union, this prospect signified salvation for Germany; 
for the western powers, it was anathema. The Russians took hold 
of the war economy controls inherited from the Nazi regime and 
proceeded to mold an institutional structure in which they could 
work. The western nations regarded these controls as expedients 
to be discarded at the first market conjuncture. Here we come 
upon a true subsource of the disagreement on the estimates of Ger- 
man economic potential and on the political structure of postwar 
Germany. 

With its internal productive power greatly weakened, the post- 
war German economy experienced a marked deterioration in its 
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external trading position, owing to the general dollar scarcity 
and the impaired position of western Europe in its overseas trade. 
At this level of generality, the German foreign trade deficit 
becomes only an aggravated expression of the general European 
problem. The reverse side of this picture is, of course, the “built- 
in” tendency toward an export surplus, which has long character- 
ized the American economy and which has become intensified as 
a result of the war and its aftermath. Against this background, 
the East-West dispute over German economic potential for repara- 
tions purposes may be boiled down to a paradoxical formula: 


western unwillingness to permit German workers to produce 
reparations goods for the benefit of the Soviet Union until the 
United States should be willing (or Europe able) to trade with 
the outside world on more balanced terms. 








SOCIAL INSURANCE IN THE 
UNITED STATES 


BY FRIEDA WUNDERLICH 


I 


"Ton American people have so far failed to establish a social 
insurance system that guarantees a minimum subsistence to those 
who cannot because of old age or permanent disability provide 
such means by their own work. The tradition of resistance to 
state protection has been too strong, and organized labor’s shift 
in favor of social security too recent and too weak, to achieve a 
reversal of the prevailingly negative attitude. Even when a gov- 
ernment scheme was finally established, its benefits were kept so 
small that they could not provide an adequate minimum. 

In consequence of this failure, organized labor has exerted 
pressure on employers to establish pensions and disability benefits 
for which the workers would not have to pay. Labor could point 
with persuasive logic to the inconsistency that the entrepreneur, 
obliged to meet the cost of obsolescence of his machines, was 
not held responsible for the wear and tear on his manpower, and 
expected the individual worker or society to assume these costs. 
Thus, in nearly every industry, demands have been made for 
special pension and health funds. 

Actually, employers have not been disinclined in principle to 
establish pension schemes. As early as the 1870's the railroads 
initiated such systems, mainly because they wanted to remove 
elderly workers from posts where public safety was at stake, to 
keep open a channel of promotion, to reduce turnover, and to 
improve morale. Humane considerations and the promotional 
efforts of insurance companies further stimulated the growth 
of pension schemes. Nevertheless, not more than 3.7 million 
workers were covered in 1931 and 1.6 million of these were 
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railroad workers. These first plans frequently lacked actuarial 
soundness and definite administrative procedures. In any case, 
they remained confined to large concerns. 

It was the second world war that really spurred the adoption of 
pension plans. For one thing, employers were forbidden to 
increase wages, but were permitted to institute pension programs. 
In lieu of wage increases, such plans helped to attract and hold 
workers. Furthermore, the excess profits tax made employer con- 
tributions very inexpensive; with taxes of more than 80 percent, 
the cost of a retirement plan was borne mainly by the government. 

Though business had to look more closely to its expenditures 
in the postwar period, the growth of pension plans continued. 
Of all plans approved up to August 1946 by the Internal Revenue 
Code, 78 percent went into effect between September 1942 and 
that date.* Since that time scores of new agreements on pensions 
have been made. The Bureau of Labor Statistics estimated in 
1948 that of the 3 million workers covered by negotiated welfare 
plans, 55 percent receive pension benefits. Millions of other 
workers are covered by plans set up by employers unilaterally. 

Employer protest was aroused, however, in April 1948 when 
the National Labor Relations Board ruled that pension and retire- 
ment plans are within the area of collective bargaining.* The 
United States Circuit Court of Appeals in Chicago sustained the 
order in September of that year,> and on April 25, 1949, the 
Supreme Court set its stamp of approval on the NLRB ruling 
by refusing to review the Court’s decision. Employers claimed 
that technical complexities and actuarial requirements were not 


1 Murray W. Latimer, Industrial Pension Systems in the United States and 
Canada, Industrial Relations Counselors, vol. 2 (New York 1932) p. 849. 

2 Quoted by Herbert L. Jamison, “Practical Aspects of Establishing and Adminis- 
tering Pension Plans,” in American Management Association, Personnel Series, 
no. 126 (New York 1949) p. 16. 

8 U. S. Department of Labor, Bureau of Labor Statistics, Employee Benefit Plans 
under Collective Bargaining, Bulletin no. 946 (Washington 1948) p. 3. 

4Inland Steel Co. and Local Union Nos. 1010 and 64, United Steel Workers of 
America—CIO (77 NLRB No. 12). 

5170 Fed. end 247 (7 Circuit Court 1948). 


6 336 US 960 (1949). 
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amenable to bargaining and, further, that the possible need for a 
third party, an insurance carrier, made bargaining impossible. 
They were afraid of embarking on unsound plans under union 
pressure, of enlarging the area of grievances, and especially of 
making long-term commitments. Recognizing that it would be 
difficult in these circumstances to reduce pension costs during a 
depression, they wanted to retain the right to make modifications 
in line with business conditions.?. Union rivalries were consid- 
ered still another disturbing factor, since some plants are involved 
with more than one union, each seeking different benefits.* 


II 


In considering what form of security against old age wage earners 
and salaried employees should have, three assumptions should be 
taken for granted. 

The first is that old-age security is necessary because no ade- 
quate provision for their old age can be made by the employees 
themselves, nor can most of them count on full support by their 
children. In 1949, only 43 percent of the men over sixty-five 
years of age were gainfully employed, more than a quarter of 
them in agriculture, and only g percent of the women in this 
age group were working. About 13 percent were living on invest- 
ments or individual annuity contracts.® Social security benefits, 
designed to take care of those old people who cannot take care 
of themselves, do not cover some 25 million gainfully employed 
persons and are totally inadequate for those they do cover. In 
June 1948, the primary benefit averaged $25.13 a month.” The 


7 Labor-Management Relations. Welfare Fund, Report of the Joint Committee 
on Labor-Management Relations, 80th Congress, 2nd Session, Report 986, Pt. 4, 
December 31, 1948, p. 8. 

8E. H. van Delden, “Welfare Issues in Collective Bargaining,” in American 
Management Association, Personnel Series, no. 131 (New York 1949) p. 12. 

9 Louis L. Dublin, Our Aging Population, address to New York Chapter of the 
Chartered Life Underwriters, April 7, 1949, p. 6. 

10 Federal Security Agency, Social Security Administration, Annual Report 1948 
(Washington 1949) p. 69. Of the monthly average employed labor force in 1943, 
only 57 percent (plus 3 percent in railroad employment) worked in covered employ- 
ment (ibid., p. go). 
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or a large number of persons receiving old-age assistance in this period 
ble. of a favorable labor market—2.4 million or 22 percent of persons 
lion sixty-five and older—shows how great is the need for public help. 
y of The second assumption concerns the obligation of the employer 
_ be to share in the cost of the physical deterioration of his employees. 
ig a As the Steel Industry Board has pointed out, money spent by 
ons employers to provide pensions is a legitimate normal business 
sid- expense. Insurance against the depreciation of the human body 
ved should be carried in the same way that insurance against occupa- 


tional accident is carried.‘ Employer contributions can be con- 
sidered the payment of a deferred wage. 
The third assumption is that pensions currently granted by 





1eTS industrial establishments are unsatisfactory for the following rea- 
be sons, which we propose to discuss at some length. 

1. Coverage is inadequate. Except where entire industries are 
de- covered, as in the case of bituminous coal mining, for the most 
ees part only the large and more prosperous companies have adopted 
eir pension plans and they have restricted benefits to employees with 
five records of long service.!* In other cases, eligibility is restricted 

of to union members who have been in good standing for a long 
his period. Some employers have recognized the unfairness of this 
est- situation, and according to Walter J. Couper of Industrial Rela- 
its, tions Counselors, 206 out of 550 companies surveyed make special 
are payments to employees who are not covered by their pension 
yed plans.’° In any case, it can be assumed that the spread of pensions 
In will be confined to industries with strong unions and to employers 
‘he whose financial position is good. Meanwhile, farm workers, 


domestic workers, employees of nonprofitmaking institutions, 


11 Steel Industry Board, Report to the President of the United States on the Labor 
can Dispute in the Basic Steel Industry, September 10, 1949, pp. 63 ff. 

12Sumner H. Slichter claims that 9,000 employer-initiated plans cover a little 
more than one third of the employees of the firms that have the plans (“The 
Pressing Problem of Old Age Security,” in New York Times, Magazine, October 18, 
948 1949, p- 66). 
143, 18 Special payments were made to 5,500 employees or 17 percent of the pensioners 
loy- (“Present Day Pension Problems,” in Conference Board Personnel Management 


Record, vol. 11, January 1949, p. 5)- 


the 
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many self-employed persons, and employees of small plants are 
also in need of an income after retirement, and there is no pro- 
vision whatever for these groups. 

2. Most of the plans do not provide adequate benefits. Many 
employers, aware that the rise in the cost of living has aggravated 
this situation, have supplemented pensions on an out-of-pocket 
basis.1* 

3. In the past, pension plans have frequently been abandoned at 
the will of the employer, or when companies had financial troubles, 
went out of business, or merged with other companies, leav- 
ing the worker unprotected. Thus, the security of the worker 
often depends on the financial capacity of the company to pay 
the bill. 

4. So long as each company establishes its own pension plan 
and the worker who leaves the company does not carry his insur- 
ance rights with him, the mobility of labor is reduced. Some plans 
require not only a certain length of service (twenty-five to thirty 
years) with one company, but stipulate in addition that the worker 
must be in the employ of the company at retirement age. If he 
quits his job or is dismissed before he is eligible for retirement, 
he forfeits his benefit rights which may be worth thousands of 
dollars. Indeed, unions formerly charged that pension plans 
made prisoners of the workers. The loss, however, is not only 
on the employee’s side. While nontransferability of pension rights 
may have the advantage for the company of reducing turnover, it 
is disadvantageous in that it binds the older employees to the 
plant, while the younger workers are less likely to remain. Still, 
even some of the younger workers may not like to lose their rights 
and so they, too, become frozen to the job. Inflexibility of the 
economic society as a result of such immobilization seriously 
impedes adaptation to changing conditions, economic progress, 
and the maintenance of full employment. Recognizing that 


14 Industrial Relations Counselors found that 161 out of 550 companies were 
paying such supplements either on a case-by-case basis or according to a general 
formula (ibid.). 
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immobilization is not in the best interests of industry, employers 
frequently give the employee who leaves at least some of the 
accumulated benefits (usually after a certain period of employ- 
ment or when the worker has reached a stipulated age or both), 
although vesting” is not required for qualification for tax 
exemption under the Internal Revenue Code.'* Industry-wide 
pensioning would establish transferability within the industry, 
but would still not guarantee movement from industry to 
industry. A high proportion of workers are employed in more 
than one industry during their working days.17 The latest union 
idea of area-wide pensions, proposed by the United Automobile 
Workers for 125 Toledo plants, would not establish mobility 
either, for it would bind the worker to companies in the area 
and would affect unfavorably the competitive position of these 
companies within the industry. Only protection that follows 
the worker from job to job would establish full mobility. 

5. In the past, age limits were established to govern the hiring 


15 Granting by the employer full or partial rights to benefits provided by 
employer funds which have accrued to employees who leave service prior to the 
normal retirement date. 

16 According to the Bureau of Internal Revenue, which approves plans for tax 
purposes, 1,016 plans (covering 104,339 employees) of the 6,862 pension plans 
(covering 3.3 million workers) approved up to August 31, 1946, provided immediate 
full vesting; a total of 4,898 plans (covering 1.3 million workers) provided partial 
vesting and 948 (covering 1.8 million employees) provided none (Labor Manage- 
ment Relations, cited above, p. 14). Thus, more than half the employees partici- 
pating in qualifying plans are without vested rights. The Bankers Trust Company 
found that only 10 of the 289 plans they investigated in 1948 provided immediate 
vesting without an age or service requirement (289 Retirement Plans, New York 
1948). A Federal Security Agency analysis of 376 group annuity plans found that 
only five provided immediate full vesting (Weltha Van Eenam, Analysis of Recent 
Group Annuities Supplementing Retirement Benefits under Old-Age and Survivors 
Insurance, Federal Security Agency, Actuarial Study, no. 25, February 1949, p. 41). 

17 A study made in 67 important factories in or near St. Paul and Minneapolis 
indicates that 88 percent of the workers in the dry cleaning plants surveyed in 1931 
had at one time or other entered from an unrelated industry. The percentage of 
workers in various industries in 1936, who had shifted from some other line of 
work in the 1931-36 period, was as follows: shoes, 61 percent; candy, 54 percent; 
woodworking, 52 percent; woolens, 44 per cent. See Charles A. Koepke, Changes in 
Machinery and Job Requirements in Minnesota Manufacturing 1931-36, Works 
Projects Administration, Report L 6 (Philadelphia 1939) pp. 45-46. 
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of workers. This practice will continue openly or secretly. 
Workers serving only the minimum time for eligibility will not 
be able to build up pensions of a subsistence level. Since sub- 
standard pensions may undermine morale, employers tend to 
refuse to hire workers above a specified age. Discrimination 
would be still greater if the union demand for substantial flat 
pensions without consideration of length of service were to be 
met. We are here faced with a difficulty similar to that attached 
to the family allowances paid by some employers, a system that 
made the unmarried man a more desirable employee than the 
father of a large family. This problem was solved by pooled 
industrial funds, and a similar device could be arranged for 
old-age pensions. Liberalized vesting would also minimize 
discrimination. 

6. One objection to existing plans raised by labor in the past— 
namely, that workers might be hesitant to strike for fear of 
jeopardizing their pension rights—has not been repeated, because 
organized labor feels strong enough to protect the right to strike. 
The history of the miners’ welfare and retirement fund, however, 
demonstrates what detrimental effects a strike may have on a 
pension plan based on a production royalty. When, in the past, 
Lewis ordered the miners out in order to reduce coal stocks, 
southern operators refused to pay the royalties and the fund’s 
trustees called a halt on all except emergency benefits. A strike 
in the Kaiser-Frazer automobile plants would automatically stop 
payments into the pension fund, which is financed by employer 
contributions of five cents per hour worked by each employee. 

7. This situation suggests the seventh shortcoming of our 
pension systems—the unsound financial basis of many of the cur- 
rent plans. Both pay-as-you-go plans (paid out of current revenue, 
with pensioners remaining on the payroll for some fraction of 
their wages) and partial funding (funding which covers only 
future service liabilities, not those of the past) entail obvious 
risks. The pay-as-you-go system disregards the fact that expendi- 
tures reflecting the unfunded past service mount rapidly year 
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after year. Both pay-as-you-go and partial funding, as proposed 
by the steelworkers union which wanted the industry to consider 
the past service liability as a debt and to pay only the interest 
thereon, fail to protect the worker against loss of benefits in case 
the firm goes out of business. Partially funded plans would 
become fully funded only after the last man with past service 
credit has died. Many of the existing pension schemes make no 
provision for meeting the huge accrued liability with which the 
plans start and they may, therefore, be forced to reduce pensions.'* 
The experience during the depression of the thirties with 
unfunded plans should be a warning. 

Just as it is proper accounting practice to put aside a depreci- 
ation reserve during the life of a machine, it would be sound 
practice to build up a depreciation reserve for manpower, before 
its use is required. If no money has been put aside for this 
purpose, the sums necessary to make the plan fully funded will 
be very large. The vast amount of money needed is suggested 
by the billion dollar fund accumulated by the American Tele- 
phone and Telegraph Company for the 600,000 employees of the 
Bell system and by the liability for past service in the United 
States Steel Company which has been estimated at a billion 
dollars. Costs vary, of course, according to age composition and 
turnover and mortality rates of employees. Whether handled 
by an insurance company or built up as a trusteed plan, the 
pension system must be one that the company can afford in bad 
times while giving an optimum of security to the worker. 

Partly because of the financial unsoundness of existing plans, 
and partly because of employers’ fears of future burdens, demands 
have been made for payments by the worker toward his pension.’® 

18 Russell Davenport reports that “since the government will allow tax exemp- 
tion on only 10 percent of the past service liability each year, most companies 
amortize over a period of eleven or more years” (Fortune, November 1949, p. 218). 

19 Prior to 1930 over 70 percent of all plans were paid by employers only; 
between 1930 and 1941, about 60 percent of the new plans were contributory; from 
1941 to 1945 the trend again turned toward “employer-pay-all” plans (Jamison, 


op. cit., p. 5). The Federal Security Agency found that the trend in group annuity 
programs was toward contributory plans, which formed 66 percent of those under- 
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It is not only that employers want to reduce their own contri- 
bution. They claim that the worker who contributes himself 
will be more interested in the plan and less inclined to ask for 
higher pensions. But so far the tax law has favored financing 
by employers. Since their contributions are tax exempt and 
those of the workers are not, the employer can buy a dollar’s 
worth of retirement income for something like sixty cents, while 
employees have to pay a dollar for about eighty cents’ worth of 
retirement income. A change in our tax policy could abolish 
this inequity. 

8. An eighth objection is raised by organized labor against 
the compulsory retirement provisions in many of these plans. 
Employers claim that the opportunity to retire older workers and 
thereby increase efficiency is a valuable feature of pension plans, 
but employees protest against the arbitrariness of forcing workers 
to retire at the age of sixty-five irrespective of their fitness. The 
available evidence suggests that many who have been rejected by 
our society as too old are capable of performing gainful work.” 


written in 1946, in comparison with 56 percent of those underwritten during the 
war period (Van Eenam, op. cit., p. 4). The contributory plans seem to predominate 
only in small plants. The Bureau of Internal Revenue reports that through 
August 31, 1946, some 6,862 plans, covering 3.3 million employers, had been 
approved. The majority of workers covered were in the noncontributory class. 
Of the 289 retirement plans studied by the Bankers Trust Company there were 
more contributory plans adopted in 1946-47 (op. cit., p. 9). In terms of numbers of 
participating employees, however, noncontributory plans predominated, accounting 
for 61.8 percent of all persons covered (Steel Industry Board, op. cit., p. 67). This 
figure, calculated by Mr. Latimer, was contested by the companies. By deducting 
the number of employees who had not fulfilled the waiting period and by adding 
amendments to old plans, the companies found only 45 percent of covered employees 
participating in noncontributory plans (Summary of Companies’ Position in Support 
of the Contributory Method of Financing Social Insurance and Pension Plans, 
before the Steel Industry Board, August 29, 1949, pp. 12-193). 

20 A field survey conducted by the Social Security Board in a few big cities and 
concerned with men receiving old-age insurance benefits in 1941-42 found that 53 
to 60 percent had been laid off by employers and 40 to 47 percent had retired 
voluntarily; only 5 percent had retired while in good health and because they 
wished to retire; 33 percent had retired because of failing health (Social Security 
Bulletin, vol. 8, January 1945). It is well known that once out of work such persons 
find it difficult, if not impossible, to secure reemployment. 
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There is no doubt that the discrimination against older workers 
will have to be modified, in view of the increasing average age 
of our population. Since neither industry nor nonprofitmaking 
institutions have paid much attention to the growing sector of 
older people, we have come to support a larger and larger propor- 
tion of the population in idleness.2*_ And there may be a further 
increase in this group with the continued decline in the propor- | 
tion of our population engaged in agriculture. Retention of 
older workers beyond the retirement age would relieve the pen- 
sion funds of payments during the additional years of work. For 
humane, as well as for economic, reasons, it would be wiser to 
permit a deferment of retirement for those able to work, to over- 
come our prejudice against hiring older workers, and to provide 
easier jobs for those whose working capacity has been reduced. 

g. The ninth deficiency of current pension plans concerns the 
lack of equality, balance, and coordination among the competing 
programs, and the absence of public control. ‘Thousands of 
private funds and insurance contracts have been hastily set up and 
frequently overlap. The plans are financed in a variety of 
ways: *? by a payroll tax, or a flat contribution, or both, paid 
either by the employer alone or employer and employee jointly; 
by a fund, trustee fund, or insurance policy; or on a pay-as-you-go 
basis. There are innumerable differences in coverage, eligibility, 
qualification for benefits, past service credits, benefit formulas, 
rights on separation from service, compulsory retirement age, 
allowance for earlier retirement, survivors’ benefits, and payments 
for permanent disability. The chaos will increase as competition 
in the labor market between firms with pension plans and those 


21 The proportion of persons aged sixty-five and over in the labor force in April 
1910, January 1920, April 1930, and April 1940, was, respectively, as follows: males, 
60.3 percent, 56.5 percent, 55.3 percent, 42.1 percent; females, 7.4 percent, 7.6 
percent, 7.6 percent, 5.8 percent (Federal Security Agency, Social Security Adminis- 
tration, Old-Age and Survivors Insurance, The Withdrawal of Older Workers from 
Covered Employment 1940-44, Report 2, August 1948, p. 3). 

22 U.S. Department of Labor, Bureau of Labor Statistics, Collective Bargaining 
Provisions. Employee Benefit Plans, Pt. 2: Pension Plans, Preliminary Draft 
(September 1949). 
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without becomes a stimulus to more employers to set up pension 
programs. This stimulus will, of course, be intensified by the 
recognition that delay in establishing the program will increase 
the costs for past service. 


III 


If the worst shortcomings of our present pension system are to 
be overcome, some unification must be achieved. But before any 
such planning can be initiated, the fundamental question must 
be raised whether provisions of old-age security are moving in 
the right direction in this country. Should industrial pension 
plans be encouraged or should the full force of public opinion 
be mobilized to induce Congress to enact the long-delayed social 
security reform? 

A recent study made by W. S. Woytinsky and others reveals 
the attitudes of management and labor on this point.” Of fifty 
union leaders (representing 11.2 million members), who were 
asked whether they preferred a wage increase or a health, pension, 
or similar plan, nineteen (representing 3.5 million members) 
expressed a preference for higher wages, either because they 
already had such protection (five with 543,000 members) or dis- 
trusted the plans or needed cash. Among these, some representa- 
tives of conservative crafts clung to the traditional view that 
wages should be high enough to allow the worker to make his 
own investment. ‘Twenty union leaders (with 6 million mem- 
bers) preferred welfare plans or a combination of such plans with 
wage increases, because of the need for security and the stability 
of such plans (once established, they usually remain in effect); 
eleven (with 1.6 million workers) had no preferences. 

Of forty-three companies, twenty-five preferred to give wage 
increases, either because they did not wish to negotiate on pension 
plans, or because they felt workers did not appreciate them and 

23 W. S. Woytinsky, Morris C. Bishop, and Thomas C. Fichhandler, Labor and 
Management Look at Collective Bargaining, Twentieth Century Fund (New York 


1949) pp. 125 ff. A survey of worker opinion found that pensions head the list of 
“fringe” benefits (Personnel, November 1949, p. 171). 
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preferred the wage increases. One firm reported that when it 
had to discontinue insurance and offered the employees the 
chance to continue it for themselves, not one person took over 
his own policy. An important argument against the pension 
plans was the inflexibility that made them a permanent obliga- 
tion. Eighteen companies preferred to set up welfare plans, 
irrespective of wage increases, because they felt that the employees 
needed such programs and that labor-management relations 
would benefit thereby. 

On the question where responsibility should rest, thirty-seven 
union leaders (representing 8.1 million members) out of forty- 
nine (with 11.1 million members) stated that the government 
rather than the employers should provide social security. Only 
seven (with 1.3 million members) wanted part of the job reserved 
for collective bargaining and five (with 1.8 million members) had 
no preference. Reasons for the varied opinions were the differ- 
ences in the bargaining power of the unions concerned and the 
frequent change of employers in certain industries. In the build- 
ing industries, employers found that business was too much of a 
gamble, and workers felt that turnover was too heavy to interest 
employers in pension plans. Government protection would 
therefore be safer, simpler, and more equitable. And yet labor 
has been more active in pressing for collectively bargained plans 
than for government aid. 

There are a number of possible explanations, in addition to the 
tradition of self-help, for the unions’ apparently contradictory 
actions. Pension plans help unions to attract members and, still 
more important, to keep them. In the administration of pension 
funds, new jobs are created for union members. Also, prestige 
is gained by the union, especially since pension rights are main- 
tained during a depression.** Thus, the financial issue is not 
the only one that makes unions fight for collectively bargained 


24A. L. Gitlow notes that welfare funds are a powerful weapon for internal 
union discipline, since a basic requirement for eligibility for benefits is good 
standing in the union (Industrial and Labor Relations Review, October 1949, p. 78). 
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plans. In fact, they have frequently sponsored contributory plans 
for the sake of the larger benefits made possible thereby, and 
because joint programs, being less likely to be discontinued, 
provide more stable and more secure protection. 

The union demand for industry-wide or area-wide pension 
plans may induce business to give up its traditional opposition 
to extension of government social security coverage and increase 
in the benefits, especially since such contracts as those with 
Bethlehem Steel Corporation and the Ford Motor Company 
stipulate that any increase in social security benefits will ease the 
burden on industry. Also, trade unions which in the past have 
been reluctant to press for sufficient social security benefits, may 
have learned so much about the difficulties of company pensions 
that they will join forces with those who want a universal govern- 
ment system of old-age insurance. 

An examination of the question of financing may help to clarify 
the issue of government versus collectively bargained pension 
programs. A payroll tax or flat contribution, whether paid by 
the employer to the state or a trust fund or an insurance com, 
pany, will in the long run affect prices and wages, and will, in 
all probability, be at least partly shifted to the consumer by way 
of price increases and to workers in a diminution of wage increases 
as well. The burden will be heavier for industries with a large 
number of workers than for those with comparatively larger 
capital investment. The question who pays is important for the 
first period after the contribution, until wages and prices have 
been adjusted.** Subsequent shifts, similar to those that follow 


25 Gerhard Colm, “Methods of Financing Unemployment Compensation,” in 
Social Research, vol. 2 (May 1935) p. 154. Elaborate discussion of the incidence of 
the payroll tax is provided by Seymour E. Harris, Economics of Social Security (New 
York 1941) pp. 285 ff., and Carl Shoup, The Prospects for a Study of the Economic 
Effects of Payroll Taxes, Social Science Research Council (Washington 1941). 
Whereas prior to the Social Security Act economists seemed to be in general agree- 
ment that payroll taxes would be ultimately paid by the worker, either through 
reduction of money wages or of employment, in the years since the passage of the 
Act informed opinion seems to be that though the worker still bears part of the 
burden, a substantial part falls elsewhere (Harris, op. cit., p. 440). 
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wage increases may also occur: for example, management may 
promote efficiency by introducing new processes of manufacture, 
abolishing waste, exercising more careful supervision, and the 
like. It may also substitute mechanical devices for manpower. 
Inasmuch as the incidence of the employer contribution cannot 
be predicted, the conflict over worker contributions is less impor- 
tant than it appears to be. If costs are partly shifted, the main 
reason for making employees contribute would be to give them 
a greater understanding of the plan and a deeper appreciation 
of the cost. But the fact that some of the tax may be paid by the 
consumer as a result of price inflation constitutes an injustice 
toward those sectors of the population who have no pension claims 
and whose income is not large enough to provide for their old 
age through savings. Our limited social security system inflicts 
a further injustice, for those who draw benefits at present, or will 
draw them in the coming years, together with their employers 
pay only a fraction of the true costs, with the result that their 
benefits are being partly paid for by others. 

Security for old age through pensions for the total population, 
financed by general taxation or by insurance contributions, would 
be a much more equitable solution. Such a scheme would abolish 
the injustices of partial coverage, of loss of pension rights due to 
bankruptcy, mergers, resignations, layoffs, or dismissals, and of 
discrimination against the employment of older persons. It 
would prevent loss of credits for those who shift from employ- 
ment covered by old-age insurance to uncovered employment and 
vice versa,2° and would establish complete transferability of pen- 
sion rights. The government could guarantee security without 
full funding, and would save part of the large sums now expended 
for old-age assistance." Benefits, of course, would have to be 


26 Some 34.4 million contributors had no insured status and no rights to benefits 
(Federal Security Agency, Social Security Administration, Annual Report 1948, 
Washington 1949, p. 89). 

27 Federal grant expenditures in 1948 were 573.3 million dollars, which covered 
only 40 to 75 percent of total costs, depending on the amount of the pension 
(Council of State Governments, Federal-Grants-in-Aid, Report of the Committee on 
Federal-Grants-in-Aid, 1949, Ppp. 59. 154). 
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more generous than those of the present social security system, 
and eligibility requirements less strict, in order to make it easier 
for older workers, especially those in the newly covered groups, 
to qualify during the early years of the program. 

Since, however, old-age benefits, because of their high costs, 
could provide only a minimum subsistence, supplementary pen- 
sions would be required for those who are unable to supplement 
their benefits by means of their own. It is here that employer 
pensions have their rightful place—to supplement the floor of 
protection established by social security benefits, to assure a 
“modest and decent” standard of living, and to meet the needs 
of particular groups of workers. The shortcomings of the present 
plans with reference to mobility of labor, discrimination against 
older workers, and loss of pension rights could be abolished by 
establishing certain standards as conditions for tax approval. Civil 
service and railroad pensions could also be made supplementary. 

An integration of prime and supplementary pensions has been 
achieved by the Swedish system,?* which allows two supplements 
to its main benefits, one based on a means test adjusted to the 
economic circumstances of the pensioner and financed by taxa- 
tion, the second entirely voluntary. The United States could 
adopt the same scheme for persons whose need is so great that 
it cannot be met by insurance benefits. The voluntary supple- 
ment would give employers the opportunity to secure higher 
pensions for their employees and would decrease the number of 
persons for whom public supplements would have to be paid.” 

Some recent collectively bargained pension plans have followed 
this pattern by integrating their payments with primary social 

28 Frieda Wunderlich, “New Trends in Social Insurance,” in Social Research, 
vol. 16 (March 1949) p. 34. In addition to the supplements mentioned above, wives’ 
allowances and housing increments may be paid, the latter in-districts with high 
housing costs. Children’s allowances are paid for practically every child in the 
country under sixteen. 

29 In 1948, 10 percent of all old-age insurance beneficiaries had to have additional 


public assistance payments and many more must have been in need of such aid 
but unable, for one reason or another, to get it (Social Security Bulletin, vol. 12, 


October 1949, pp. 14, 15, 19). 
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security benefits. The agreement concluded between the Ford 
Motor Company and the United Automobile Workers provides 
that employees with thirty years of service at the age of sixty-five 
have the guarantee of a pension of 100 dollars a month, to be 
composed of federal social security benefits plus payments by the 
company. If federal security benefits are raised, payments from 
the Ford fund will be reduced accordingly. If the social security 
benefit should equal or exceed the amount of the company pen- 
sion as computed under the plan, no company pension will be 
payable. Ford workers who do not fulfill the service require- 
ments will receive proportionately lower benefits. Periods of 
unemployment will also reduce the benefits. 

Subsequent agreements in the steel industry and with Alcoa 
have been more generous, partly in reducing the service require- 
ments twenty-five years (Bethlehem Steel and U. S. Steel), 
partly in setting the 100-dollar benefit as a minimum, whereas 
the Ford plan sets that figure as a maximum. Bethlehem Steel 
pensions can be well above 100 dollars for highly paid employees 
with a lifetime of service in the company. Bethlehem Steel, in 
addition, has fulfilled the union demand of not requiring com- 
pulsory retirement at a specified age. The great majority of 
employers in the steel industry have adopted the Bethlehem 
pattern. 

Thus, although it is unfortunate that the United States did 
not start by establishing a sound floor first, the damage can still 
be repaired by improving social security coverage, eligibility 
requirements, and benefits, by pooling single company funds into 
industrial funds, and by establishing overall standards. The 
integration of social security benefits with industrial pensions and 
public assistance may well be the solution for the problem of 
providing for old age. 





EDMUND BURKE ON POLITICAL 
THEORY AND PRACTICE 


BY HOWARD B. WHITE 


I 


Lo Edmund Burke tried to influence British policy with 
regard to the American colonies, he refused to justify his own 
suggestions by distinctions of right, asserting that of such distinc- 
tions he hated the very sound. He referred instead to the happi- 
ness of the American people before changes in the old colonial 
policy had been introduced. ‘These are the arguments of states 
and kingdoms,” he added. ‘Leave the rest to the schools; there 
only can they be discussed with safety.” In this particular case, 
it was traditional policy, Burke thought, that had made for 
human happiness and a more recent policy that had led to oppres- 
sion. But the distinction between the arguments of states and 
kingdoms and the arguments of schools runs throughout his 
speeches and letters. If we consider the two kinds of argument 
together, quite apart from the immediate colonial problems dis- 
cussed in the speech on American taxation, we may be able to 
perceive Burke’s special position regarding the relation between 
political theory and practice. While Burke said on one occasion 
that he never attacked “theory as such” but only “weak, errone- 
ous, fallacious, unfinished, or imperfect theory,” it is nevertheless 
true that he made frequent implicit and explicit distinctions 
between theory and practice. He stressed their different roles, 
and therefore their different methods and requirements. It is 
probably true that he did not attack “theory” as such, but he did 
more than anyone else, I believe, to define the statesman’s realm 
of discretion, the area which theory, by definition, cannot enter. 


1 Quotations are from Speech on American Taxation, in Edmund Burke, Works 
(Boston 1866) vol. 2, p. 73, and Speech on a Motion for a Committee to Inquire into 
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Burke believed firmly in political principles; indeed, he 
claimed a consistency in his long career which, without a belief 
in principles, would have been hard to maintain. But he made 
it a part of his special contribution to political science repeatedly 
to point out the very difficulty of applying principles and the 
danger of applying them too narrowly to specific situations. His 
suggestion that the realm of discretion is inaccessible to the 
thinker may, in fact, serve to caution us against applying Burke’s 
own principles too narrowly—for example, applying his condem- 
nation of the French Revolution to more recent events, as some 
writers have attempted to do. Burke would be the first to main- 
tain that parallels are never exact.? 

The existence of the realm of discretion is a problem of political 
theory, but action in that realm is a problem of practice. To the 
philosopher it is a contingent area and has long been recognized 
as such. The very distinction between science and prudence 
suggests the need for different qualities in knowledge and action. 
Aristotle touched on the problem in numerous statements. “We 
must be content then,’ he wrote, in speaking of such things 
[ethics and politics] and from such data to draw also conclusions 
merely general.” As Aristotle saw it, the statesman must have 
knowledge of details, and the deliberation of the statesman, con- 
fined to and focused on that small corner of political life wherein 
he must act, differs from the deliberation of the philosopher, who 


the State of Representation of the Commons in Parliament, ibid., vol. 7, p. 97. 
All subsequent citations of Burke’s writings refer to this edition of the collected 
works, unless otherwise indicated. 

By “theory” in this discussion I mean the process of separating the pervasive in 
politics from the unique and of devising rules for the pervasive. No judgment is 
here implied as to whether the pervasive should include that which ought to 
pervade or merely that which does. In much contemporary political science, which 
uses the term “theory” somewhat more narrowly, this process is usually considered 
a search for principles. 

For several suggestions regarding the relation between theory and practice and 
its importance to Burke, I am indebted to Dr. Leo Strauss, of the University of 
Chicago, and to discussions of this problem with him. 

2See Remarks on the Policy of the Allies with respect to France, vol. 4, pp. 


468-69. 
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considers the nature of the soul, and not merely with reference 
to particular objects.* 

A recognition of the distinctive character of the statesman’s job 
has led to various criticisms of that theory which seems not to 
regard sufficiently the realm of discretion. To appreciate more 
fully the systematic nature of Burke’s analysis of this problem, 
it may be well to note the comments of two other writers who 
were both knowers and doers. To what extent is their criticism 
a discussion of the general limits of theory, and therefore of the 
lines which mark the frontier between theory and practice, and 
to what extent is it a criticism of particular theories for their 
failure to perceive those lines? 

Alexis de Tocqueville criticized the political philosophers of 
eighteenth-century France for their remoteness from political life. 
What was needed, he said, was not necessarily active participation 
but at least some mingling of political writers and political men. 
The complete absence of liberty, however, made the political 
world invisible to the philosophes, and the result was a depend- 
ence on “simple elementary rules drawn up in reason and natural 
law” as a substitute for the much more complicated functions 
“which ruled the society of their time.” ‘Separated from politi- 
cal practice by an almost infinite void,” said de Tocqueville, “no 
experience came to temper the ardor of their natures. Nothing 
taught them the obstacles which actual facts imposed upon even 
the most desirable reforms; they had no idea of the perils which 
always accompany the most necessary revolutions.” 4 

The problem here is not whether de Tocqueville’s arguments 
are just. I am not convinced that they are.5 They imply certain 


8 Aristotle, Nicomachean Ethics, 1094 b 12 ff., 1102 a 5-25; see also 1180 b 18 ff., 
1141 b 8-28. Compare Plato, Statesman, as a whole. 

4 De Tocqueville, L’Ancien régime et la révolution, Book III, Ch. 1, passim; quota- 
tion from p. 207. 

5 The suggestion that discussion concentrated on “the origins of society, the 
essential nature of government, the primordial rights of man” because of specific 
political factors in eighteenth-century France requires explanation, for other writers 
had the same preoccupations. John Locke did not live in eighteenth-century 
France, but was as much concerned with these matters as Rousseau. 
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useful general observations: that theory, removed from practice 
may be oversimplified; that recommended rules may be simple, 
while political practice is necessarily complex; that theory may 
“‘philosophize on the origins of society,” while practice must begin 
at a certain moment, with a tradition to bind it. But, while 
general principles regarding the area of discretion may be inferred 
from de Tocqueville’s words, in substance his remarks are warn- 
ings of the dangers to which political philosophy may, but need 
not, expose itself. He himself did not suggest that limitations 
imposed by a removal from political life were limitations on 
political philosophy as such, but only that they limited the work 
of certain political philosophers. 

Francesco Guicciardini, like de Tocqueville a writer of con- 
siderable political experience, criticized Machiavelli (without 
naming him) in much the same way that de Tocqueville criticized 
the philosophes. In this case, however, oversimplification is seen 
as the result of too great a dependence on history: “‘It is fallacious 
to judge by examples,” wrote Guicciardini, “because if they are 
not similar in all cases and for all purposes, they do not serve. 
A variant, however small in any case, may cause an enormous 
variation in the effect. And to discern these variants, when they 
are small, requires a good and penetrating eye.” And again, 
“The affairs of the world cannot be judged by discourse, but must 
be judged and resolved day by day.” ® 

Do Guicciardini’s comments suggest a broader interest in the 
rules of theory? It certainly seems that he placed limits on the 
use of rules which theory, at least most modern theory, seeks to 
construct not incidentally but as part of its principles. Guicciar- 
dini suggests that theory is general, while practice is particular, 
and particularized by the all-important factor of circumstance. 
Yet even he was looking for rules, and he wrote of his own 
Ricordi that “they are rules . . . but rules which will be written 


6 Guicciardini, Ricordi politici e civili, Nos. 117, 114; see also Nos. 6, 10, 155, 
257» 336, 343» 393- 
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badly unless written in the book of discretion.” * Machiavelli’s 
rules may also be used discreetly. 

Whereas in de Tocqueville, and perhaps in Guicciardini, the 
task of historical criticism, which for the political philosopher 
is secondary or incidental, may be the primary objective (in the 
discussion of the problem of theory and practice), in the work of 
Edmund Burke the task of historical criticism, while definitely 
present, is clearly secondary. For Burke the task of understand- 
ing and defining the realm of discretion is primary. It is not 
only the fullness of Burke’s concern for the problem, but also 
the distinction between a primary and a secondary task that makes 
his discussion more fundamental than theirs. Burke felt that 
knowledge and action must suffer alike if the realm of discretion 
is invaded by “friendly forces’ or even penetrated by neglect. 
That which tends to make the two activities distinct may also 
make them useful to one another. From his attack on the court 
cabal in 1770 to his assault on the Directory of 1796-97, Burke 
was absorbed by the problem of theory and practice. He was no 
enemy of political thinking. The warning is an important one, 
especially when we are speaking of the implicit limits of theory 
itself. But by specifying the distinction between theory and 
practice, Burke did more than recognize the realm of discretion. 
He went far toward defining it. With his assistance we can make 
a catalogue of theoretical limitations. 


II 


The intentions of political theory are comprehensive. Its stress, 
as here understood, is a stress on principles. It cannot be too 
narrowly applied to a particular situation. The prudent states- 
man knows the general principles of politics, although he may 
not understand them as well as the political philosopher. He is 
not, however, guided too much by “general maxims.” The 
statesman must see the specific case. Burke himself was, he said, 
“far from slighting’”’ these general maxims when properly applied 


7 Ibid., No. 257. 
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to the circumstances. The discovery of the greater good in a 
political situation is not made through ignorance of general prin- 
ciples but by meeting, with the help of general principles, the 
particular requirements of the circumstances.® 

The distinction between the general and the particular may 
be supplemented by another. “I have in general,” said Burke, 
“no very exalted opinion of the virtues of paper government, 
nor of any politics in which the plan is to be wholly separated 
from the execution.” Plans, brought into the assembly or the 
council, demanded certain conditions of power. The planner 
should generally be in the seat of authority. Otherwise, to offer 
plans might show “some degree of natural impotence of mind or 
some want of knowledge of the world.” ‘The public should be 
ready for the plans. Readiness meant predisposition. And, in 
general, plans should not be presented “without an attention to 
circumstances.” ® Burke considered that his inexperience and his 
distance from authority properly restricted him during the 
American Revolution and that his distance from the very scene 
of conflict restricted him during the French Revolution. Burke’s 
demand for an association, in statesmanship, of plans and execu- 
tion, helps to explain his distrust of natural constitutional law. 
He liked the British Constitution, in which plans and execution 
grew together. His critic, Thomas Paine, did not believe that 
Britain had a Constitution at all, but found a legitimate consti- 
tution “antecedent” to a government.’® An antecedent con- 
stitution, in a sense that precludes the British Constitution, is 

8 The passages quoted are from American Taxation, vol. 2, p- 62, and Letter to 
Sir Hercules Langrishe on the Subject of the Roman Catholics in Ireland, vol. 4, 
p. 244. See also the statement, “I dare not risk a speculation with no better view 
of your affairs than at present I can command” (Letter to a Member of the National 


Assembly, vol. 4, p. 43). Re discretion and constitutional principles, see Letters on 
a Regicide Peace, III, vol. 5, p. 430. 

9 Passages are quoted from Speech on Conciliation with the Colonies in America, 
vol. 2, pp. 104-05, and Letter to a Member of the National Assembly, vol. 4, p. 42; 
see also ibid., p. 43. 

10 Paine, The Rights of Man, Part 2, Ch. 4, in Collected Works, Foner ed. (New 
York 1945), vol. 1, pp. 375, 382. See also comments on Paine in C. H. MclIlwain, 
Constitutionalism: Ancient and Modern (Ithaca 1947) Ch. 1. 
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something of a “paper government,” and, in such a constitution, 
plans and execution, while they may eventually be reconciled, are 
likely to be originally divorced. Such a government may be a 
necessity. It is always a risk. And the plan itself requires flexi- 
bility; even when it is needed, there must be some knowledge 
of execution. The British Constitution, while recommended to 
the French National Assembly, could not be, Burke thought, “a 
model for . . . any people servilely to copy.” And one who had 
a knowledge of plans might not himself understand political 
forces. No true judgment could be formed, he said, ‘from the 
perusal of a piece of paper.” ™ 

It is true that Burke thought that there were fixed principles 
of government. In so far as plans include fixed and general 
principles, they too are fixed, but execution is fluid. The recon- 
ciliation of knowledge and action may be a reconciliation of the 
fixed and the fluid, as the stream has a bed which moves but 
slowly with time, or the runner a track which he may wisely 
follow. Burke was not a relativist. There are points, he asserted, 
in which Nature does not change, “but they are few and obvious, 
and belong rather to morals than to politics.” In political prac- 
tice on the contrary, there are “infinite modifications and com- 
binations.” 1*_ The best legislator, he thought, would fix only the 
principle, and then leave it to its own operation. Theory is fixed, 
practice is fluid; theory is original, practice avoids originality, 
and, wherever possible, is instead corrective. Even consistency, 
a philosophic virtue, is a doubtful political virtue. “Firmness is 
a virtue only when it accompanies the most perfect wisdom,” 
Burke said. “In truth, inconstancy is a sort of natural corrective 
of folly and ignorance.” 1* A contrast of which Burke was rather 
fond is that between politics and morality on the one hand and 


11 Quoted passages are from Letter to a Member of the National Assembly, 
vol. 4, p. 47, and Letter to a Peer of Ireland, vol. 4, p. 219. 
12 Policy of the Allies, vol. 4, pp. 468-69; see also Reflections on the Revolution 


in France, vol. 3, Pp. 345- 
13 Thoughts on the Causes of the Present Discontents, vol. 1, p. 440; see also 


French Revolution, vol. 3, pp. 456-57. 
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mathematics and metaphysics on the other. In marking this 
difference, Burke acknowledges his indebtedness to Aristotle. We 
do not exhaust the significance of the contrast by discussing the 
distinction between fixity and fluidity, but that is part of it. Even 
in morality, where Burke grants general principles, “the lines are 
broad and deep.” It is not so with the “ideal lines of mathe- 
matics.” 14 Perhaps the most charming use of that contrast is 
found in Letter to a Noble Lord, where Burke charges: “I have 
no doubt of his Grace’s readiness in all the calculations of vulgar 
arithmetic; but I shrewdly suspect that he is little studied in the 
theory of moral proportions, and has never learned the rule of 
three in the arithmetic of policy and state.” % 

That rule of three is not, however, an easy rule to learn. Fluid 
practice creates difficulties. And the habits nurtured by one 
circumstance may differ greatly from those required for another.’ 
Political events are complex, while theory may be simple, or so, 
at least, Burke suggested. ‘In books, everything is settled for 
men...” he complains. “They are wise with but little reflec- 


14 The reference to Aristotle is in Conciliation, vol. 2, p. 170; this is one of the 
few places where the indebtedness, which must have been considerable, is explicitly 
acknowledged. For a discussion of that indebtedness see, among others, D. M. 
Kennedy, Principles of Burke’s Political Philosophy, with Special Reference to 
Natural Law, Ph.D. thesis, Graduate Faculty of the New School for Social Research, 
1949, and E. J. Payne, Burke’s Select Works (Oxford) Introduction, pp. 254-55. 

The passage quoted is from Appeal from the New to the Old Whigs, vol. 4, 
p- 81. See also French Revolution, vol. 3, pp. 473-78; Speech on the Petition of the 
Unitarians, vol. 7, p. 41; Present Discontents, vol. 1, p. 477; and Aristotle, Nicoma- 
chean Ethics, 1, Ch. 3. Contrast the remarks of Alexander Hamilton, Federalist 
Papers, No. 31, Modern Library ed., pp. 188-89. For the view of Hobbes see 
Leo Strauss, The Political Philosophy of Hobbes (Oxford 1936) Ch. 8, especially 
pp. 136-38 and references therein. See also the remarks of Rousseau on “philo- 
sophic babbling” and “practical truth” in Lettre a4 d’Alembert, E. Droz ed. (Geneva 
1948) p. 8, and Preface to the First Discourse. It should be noted that there is no 
inconsistency between Burke’s assertion that the lines of morality are broad and 
deep and his assertion that there are a few fixed principles and “no discoveries 
can be made.” Exact definitions of the few fixed principles may still be impossible 


and application may be complex. 
15 Letter to a Noble Lord, vol. 5, p. 178. 
16 Machiavelli, Discourses, 111, Ch. 9, and The Prince, Ch. 25. 
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tion.” 17 It is the deviation from the rule that requires prudence. 

Further, the difficulties are difficulties of the mean, which are 
always considerable. Political practice, when it is prudent, avoids 
the extremes of theory. Now Burke may be supposed to have 
realized that theory may seek a mean while practice may tend to 
an extreme. This implies no judgment on my part as to the 
advantages of either procedure. Rules distinguishing theory 
from practice are subject to the same reservations as other political 
rules—the lines are broad and deep. In a sense, moreover, the 
distinction between mean and extreme may imply a criticism 
merely of that theory which does recommend extremes. There 
is a strong attack on the political philosophers of revolution in 
particular and on the modern political philosophers in general. 
Thus the assertion that “abstract perfection’’ may be a “real 
fault” and the statement that “mankind do not follow up prac- 
tically any speculative principle, either of government or of 
freedom, as far as it will go, in argument and logical illation’’ 
contain implicit attacks on modern political thinking, a thinking 
that reaches back considerably further than Rousseau, Burke’s 
special opponent. Government enforced neither rights nor duties 
exclusively. It tended toa middle. That middle was the political 
good. The deficiency of the natural rights school was its abstract 
perfection. The doctrine of revolution, for example, is the 
doctrine of extreme medicine, and its practical defect is the appli- 
cation of extreme medicine from principle, when circumstances 
require a less drastic cure.'"* But there is something in this 


17 Present Discontents, vol. 1, p. 442; see also Fragments of a Tract Relative to 
the Laws against Popery in Ireland, vol. 6, p. 326. 

18 Quoted passages are from Letter to the Sheriffs of Bristol on the Affairs of 
America (1777), vol. 2, p. 229 (almost the same phraseology is used in French 
Revolution, vol. 3, p. 310) and from Conciliation, vol. 2, pp. 168-69. The gravi- 
tation to a middle is discussed in the Appeal, vol. 4, p. 207. Revolution as an 
extreme medicine is discussed in French Revolution, vol. 3, p. 314. Mention should 
be made of the question as to whether an emphasis on duties may be open to the 
same objections as those made by Burke to emphasis on rights. This problem, 
while germane to the question of theory and practice, was less “imminent” to 
Burke than the other. 





—~ 


a 





oO = = - 


ws 





EDMUND BURKE 115 


distinction between the theoretical extreme and the practical 
mean beyond the criticism of a particular kind of theory. Theory 
may provide, willingly or not, new contestants in political life. 
If the arguments of the schools, exciting a response in the form 
of day-to-day politics, stress sharp and irreconcilable alternatives, 
the presence of theory itself may become a political drawback. 
It may keep decisions from becoming prudent decisions, or it 
may prevent decisions altogether. Even compromise between 
posed extremes may result in a politics built from “crude, uncon- 
nected truths,’”’ which, Burke says, are to practice what falsehood 
is to theory. In politics, extremism, however efficient, is likely 
to be ruthless and irresponsible. If we are to state the problem 
of mean and extreme in practice and theory and make that state- 
ment something more than a polemic against particular theories, 
I think that Burke’s position amounts not merely to a statement 
of compromise but to a recommendation of a mean as generally 
sound practice, which may differ from, and even be impeded by, 
any theoretical extreme. If it is true that the posing of theory, 
or of political truth does have such dangers, it should be obvious 
that any solution must lie not in the abandonment of theory but 
in natural moderation.’® 

The natural rights thinkers were assailed by Burke not merely 
for their extremism but for their abstractness. Their “abstract 
perfection,” he said, “is their practical defect.” Burke himself 
was not concerned with the “abstract value of the voice of the 
people.” ‘Pure metaphysical abstraction” does not belong to 
politics and ‘“‘no rational man ever did govern himself by abstrac- 
tions.” Political practice does not traffic in the abstract.” 

“You have theories enough of the rights of man,” he wrote to 
M. Dupont. “It is with man in the concrete you are to be con- 
cerned.” As with the polemic against extremes, there is more 


19 Petition of the Unitarians, vol. 7, p. 42. See also Present Discontents, vol. 1, 
p- 476, and Letter to Rockingham, September 8, 1770, the latter in Letters, ed. by 
Harold Laski, World’s Classics ed., p. 85. 

20 French Revolution, vol. 3, p. 310; Present Discontents, vol. 1, p. 436; Appeal, 
vol. 4, pp. 80-81; Petition of the Unitarians, vol. 7, p. 41. 
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here than a slur on the “rights of man” school. Burke was, I 
believe, altogether consistent in his view that men are more 
important than measures, a view which separates him again from 
the advocates of natural constitutional law. Statesmanship, more- 
over, rises in importance when men are held above measures. 
This importance can be recognized in theory, but the full content 
of statesmanship is a matter of political practice. Theory is less 
concrete than practice.”! 

The consistent doctrine of statesmanship adhered to by Burke 
found perhaps its strongest expression in his oft-repeated distaste 
for invention. He himself claimed that consistency in the Letter 
to a Noble Lord and his claim can be shown to have been well- 
founded. “Example,” he said, in Thoughts on the Causes of the 
Present Discontents, “is the only argument of effect in civil life.” 
To consult “invention” rather than “experience,” he said, in 
speaking of American affairs, is “diametrically opposite to every 
rule of reason and every principle of good sense established among 
mankind.” He condemned the French Revolution as a “revolu- 
tion of innovation,” and he urged his correspondent in Irish 
affairs to ‘innovate as little as possible upon speculation,” ?? when 
there is no material inconvenience. In the Letter to a Noble 
Lord, Burke distinguished between change and reform. He 
regarded change as coming from new and different principles of 
government, as inventive, dangerous, and resulting from a con- 
fusion between theory and practice. Reform, on the contrary, 
was healing and mediatorial. It did not therefore pass farther 
out of experience than necessary.?* 

A question suggests itself. Is that experience to which Burke 


21 Letter to M. Dupont, October 1789, World’s Classics ed., p. 274. Compare 
Present Discontents, vol. 1, pp. 436, 531; Letter to a Noble Lord, vol. 5, p. 221; 
Letter to Richard Shackelton, August 15, 1770, World’s Classics ed., p. 81; Letter 
to Dupont, p. 275; French Revolution, vol. 3, p. 283. Contrast Francis Bacon, “Of 
the True Greatness of Kingdoms and Estates,” in Essays (London 1939) p. 119. 

22 Letter to a Noble Lord, vol. 5, pp. 185-88; Present Discontents, vol. 1, p. 499; 
American Taxation, vol. 2, pp. 7-8; Letter to Chevalier de Rivarol, June 1, 1791, 
World’s Classics ed., p. 301; Letter to a Peer of Ireland, vol. 4, p. 237. 

23 Letter to a Noble Lord, vol. 5, p. 186. 
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refers personal experience? The experience which distinguishes 
most political practice need not be personal. There is the experi- 
ence of the old rules and practices which Burke recommended to 
the Chevalier de Rivarol. Ancient institutions, as in India, were 
the product of cumulative experience. Burke’s preference for 
the British Constitution was based not only on a preference for 
“great statesmen’’ over “warm and inexperienced enthusiasts” 
but also on a belief in the cumulative wisdom of the ages.** It is 
also true, however, that personal experience is recommended. 
Burke considered it the best though not the only schooling for 
the prudent statesman. He recommended “rather a large con- 
verse with men and much intercourse in life than deep study 
of books.” The controversy over the importance of experience in 
learning politics is an old and an important one. It falls a little 
outside this discussion because it deals not so much with the 
relation between theory and practice as with the question of the 
best school for tiic statesman. But it is closely related in Burke’s 
thinking to his conception of invention and _ experience.” 
Experience is a source of political education, and that source is 
most reliable when it is personal. “The science of constructing 
a commonwealth is an experimental science,’ he wrote. It is 
“not to be taught a priori.” The experience required for that 
science is a long experience. Invention, on the other hand, is 
not a virtue of practical politics and is of theoretical value only 
when it is unpretentious. In other words, Burke doubted 
whether discoveries in morality, or great political principles, could 
be made. Without denying the importance of reason, he clearly 


24 Letter to Rivarol, World’s Classics ed., p. 300; French Revolution, vol. 3, 
p. 252. Compare Impeachment of Warren Hastings, vol. 9, p. 382; Conciliation, 
vol. 2, pp. 115-16. 

25 The passage quoted is from Warren Hastings, vol. 9, p. 358. Compare French 
Revolution, vol. 3, p. 284. A few of the discussions may be mentioned: Plato, 
Republic, Books V-VII, passim, and Statesman, 259, 284; Aristotle, Nicomachean 
Ethics, 1102 a 5-25, 1141 b 17-21, 1180 b 35-1181 b 13, Book VII, passim, and 
Politics, 1324 a 24-b 25; Cicero, De legibus, I 23, and De re publica, I 2; Bacon, 
Advancement of Learning, Book I, World’s Classics ed., pp. 11-18. 
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wanted politics to distinguish itself from speculation. The func- 
tions were different.”® 

Nor is the problem of invention and experience confined to the 
political value of cumulative and personal experience. ‘The 
inexperienced man is a danger to political life, not only because 
the most fruitful source of political understanding is not yet open 
to him, but also because novelty, which meets with a warm 
response in men generally and appeals to their love of adventure, 
is a grave temptation to the inexperienced. While all men have 
this love of adventure, the impact of novel ideas is more likely 
to be cushioned in the case of experienced statesmen.”” 

The spirit that admires concreteness, that finds experience a 
strong asset to statesmanship, and that fears innovation in politics 
might logically distinguish the plainness of the statesman from 
the refinement of much political thinking. Since political think- 
ing is designed to answer questions in a more refined manner 
than common sense, some refinement may be presumed to be 
virtuous in theory. Attention to overnice distinctions, however, 
might bring about the collapse of government. Refined policy, 
according to Burke, causes man to lose sight of the good objects 
of government, and causes confusion. And refinement may even 
be a “refinement in injustice,” which Burke found in the “phi- 
losophy of this enlightened age.” ** 

“Plain good intention,” on the other hand, was a reasonably 
reliable political criterion for Burke. In his work there is a 
democratic element; indeed, in one respect he was more demo- 
cratic than Rousseau. He had a horror of manipulated opinion, 
but a profound regard for plain principles and practices in politi- 
cal life. He thought the common people had a special function 
in understanding those plain things. He was one political 


26 French Revolution, vol. 3, pp. 311, 345; American Taxation, vol. 2, p. 73; 
Representation in Parliament, vol. 7, p. 97. 

27 Appeal, vol. 4, p. 76. 

28 French Revolution, vol. 3, p. 417. Compare Present Discontents, vol. 1, pp. 
476, 489; Conciliation, vol. 2, p. 106; American Taxation, vol. 2, p. 68; Appeal, 
vol. 4, p. 79. Contrast Letter to a Peer of Ireland, vol. 4, p. 226. 
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philosopher who implicitly repudiated the notion of the legis- 
lative genius. The reasoning required for free government is of 
a “coarse texture,” “rustic,” “manly,” “coarse,” and “plain’— 
these are words he liked. Burke, who had his own conception 
of the separation of powers, considered plainness not only a 
political virtue, but the special virtue of the British House of 
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Commons.”® 

Other distinctions may be added, although perhaps not all of 
them are susceptible of general application. ‘Theory may be 
presumptuous, as Burke complained, while political practice may 
be humble, but that is certainly not uniformly true. The union 
of substantial violence and formal justice, which Burke attacked 
roundly in the Impeachment of Warren Hastings, provides a clue 
to another possible distinction, but it appears to be a distinction 
that cannot apply to theory as such. The same can be said of the 
distinction between the natural and the artificial.2° What seems 
to go deeper is the suggestion that the aims of theory and practice 
may differ. It is up to the philosopher and the statesman each to 
follow his own way. It is, said Burke, the “business of the specu- 
lative philosopher to mark the proper ends of government. It is 
the business of the politician . . . to find out proper means.” 
That Burke nevertheless saw the two as closely related is clear 
from the Letter to a Member of the National Assembly, in which 
he holds Rousseau largely responsible for both the ends and the 
means of the French Revolution. Moreover, the question of the 
possibility of ends is implicit in all serious political thought 
which is not utopian in its intent. Although “theoretic and prac- 
tical perfection may differ,” as Burke asserted, practicality is 
implied in serious discussions of perfection. In the sense, how- 
ever, that no discussion of the perfect in politics can include a 
comprehension of all the circumstances in which some improve- 


29 Warren Hastings, vol. 11, p. 170. Compare Letter to the Sheriffs of Bristol 
(1777), vol. 2, p. 229; Conciliation, vol. 2, pp. 120, 154. 

30 Letter to Dupont, World’s Classics ed., p. 278; Warren Hastings, vol. 9, p. 342; 
Letter to Rivarol, World’s Classics ed., p. 299. 
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ment may be possible, while political practice seeks just these 
circumstances, Burke’s distinction between perfection and 
improvement appears to be a legitimate one.** 

These distinctions between general and particular, plans and 
execution, fixity and fluidity, invention and experience, and so 
on, were evidently posed by Burke as distinctions between theory 
and practice in general. Some, as has been noted, are clearly 
general, whereas in others the general applicability is harder to 
find. It is, however, the fact that these principles appear to be 
primary and the “axe-to-grind” secondary that enhances the 
significance of Burke’s contribution to political thinking. Before 
saying, however, that these distinctions are valid in separating 
political wisdom, independent of circumstance, from statesman- 
ship, which is never independent of circumstance, we must recall 
that such a statement depends on the inability of any political 
teaching to eliminate the realm of discretion. Contemporary 
political science may claim that its use of the inductive method 
will enable man to narrow the realm of discretion, to make the 
frontier between theory and practice a receding line, like the 
American frontier between civilization and wilderness. In 
politics that is more than we know. Whether changed methods 
will succeed in making for frontiers in the future is conjectural, 
and is likely to remain so until someone devises a chart of the 
political unknown. Another problem, however, is raised by the 
claim that certain types of political theory may narrow the realm 
of discretion. If we ask how far political philosophy as such is 
theoretical—that is, antithetical to practice—and how far its 
nature as theoretical or practical might affect the pervasive char- 
acter of the contrasts pointed out here, we pose a crucial question. 


81 Passages quoted are from Present Discontents, vol. 1, p. 530, and Letter to 
Dupont, World’s Classics ed., p. 277. The problem of ends and means may possibly 
be clarified by citing the comparison between moral virtue and prudence in Thomas 
Aquinas: “A moral virtue is ordered to the . . . end of that virtue, whereas 
prudence, which is in the reason, is ordered to things directed to that end” (Summa 
Theologica I-II Q. 20, Art. 3, Reply Obj. 2; compare, however, ibid., Q. 66, Art. 3, 
Reply Obj. 3). 
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I do not think that that can be answered here beyond saying that 
the fact that classical political philosophy was “related to political 
life directly” *? might possibly have helped it to overcome, but 
could not abolish, the differences between theory and practice. 
The distinction between general and particular, for example, 
would seem to be valid in any case. The practical impossibility 
of formulating principles which conquer and occupy the con- 
tingent area should serve as warning to the political writer. 


III 


“Circumstances,” Burke wrote, “give in reality to every political 
principle its distinguishing color and discriminating effect.’ The 
man who disregards circumstances is mad, he said, “metaphysi- 
cally mad.” He held that the ‘“‘circumstances and habits of every 
country” should “decide the form of government.” ** What are 
the circumstances that give reality to political principles, and 
independent of which, according to Burke, the best government 
could not be adopted? Some statement of these may help us 
further to identify the realm of discretion. 

There is a relation to time, obviously a threefold relation. The 
vantage point at which the statesman stands is not determined by 
him alone. The heights he commands are sometimes no more than 
knolls. The past has brought him where he is. Even if he knows 
what can be seen from the highest peaks, he may have to legislate 
for the “cities of the plain.” Seldom is he dealing with govern- 
ment at its inception and even then there is likely to be a past. 
“Laws, like houses,” Burke wrote, “lean on one another.” The 
repeal of a law, even a very undesirable law, poses problems which 
could not have arisen at the time of its original adoption. Not 


32 Leo Strauss, “On Classical Political Philosophy,” in Social Research, vol. 12 
(February 1945) p. 106. 

33 French Revolution, vol. 3, p. 240; Petition of the Unitarians, vol. 7, p. 41; 
Appeal, vol. 4, p. 109. Burke, while holding that the form of government must 
vary with the circumstance, as the classical writers also held, never, so far as I 
know, questioned the traditional principle of political philosophy that there could 
be a best form. 
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only does it lean on the other laws, but its age, Burke thought, is 
prima facie evidence in its favor. ‘God forbid,” he said in the 
Hastings trial, “we should pass judgment upon a people who 
framed their laws and institutions prior to our insect origin of 
yesterday.” The origin of these laws was not the problem at 
hand. History was useful, as Burke saw it, for teaching political 
experience and prudence, but the utility of past history for the 
purpose of establishing constitutional right was doubtful. There 
ought to be a “sacred veil” over governmental beginnings. Dis- 
cussion of the state of nature interested him little. The prudent 
statesman began with the fact that we are here. It would be 
fruitless to wish it otherwise.** 

Political continuity brought stability, and that stability gave the 
statesman an opportunity to work. That same continuity brought 
prejudice, but prejudice was not altogether bad. “Many of our 
men of speculation,” Burke said, “instead of exploding general 
prejudices, employ their sagacity to discover the latent wisdom 
which prevails in them. . . . Prejudice renders a man’s virtue his 
habit, and not a series of unconnected acts. Through just preju- 
dice, his duty becomes a part of his nature.” * 

The dangers of this notion need not be stressed. The precau- 
tions which the modern reader should adopt in interpreting Burke 
are legion. We are dealing with his principles, not any special 
politics. Moreover, the word “prejudice” may have to be 
employed in a broader sense than some of us are accustomed to. 
The contemporary political scientist is less likely to speak of preju- 
dice, but he may use more indirect terms like “stereotypes” and 
“symbols,” and sometimes he will tell you that he wants to do 
the manipulating before someone else does. The authors of the 


34 Laws against Popery, vol. 6, p. 319; Warren Hastings, vol. 9, p. 382. Compare 
French Revolution, vol. 3, pp. 439-40; Warren Hastings, vol. 9, p. 401; Petition of 
the Unitarians, vol. 7, p. 49; Speech on a Bill for Shortening the Duration of 
Parliaments, vol. 7, p. 71. 

85 French Revolution, vol. 3, pp. 346-47. Compare Letter to William Smith, 
vol. 6, p. 368; Letter to John Trevor, January 1791, World’s Classics ed., p. 293; 
Letter to Rivarol, World’s Classics ed., p. 299. 
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Federalist Papers, more modestly, recommended simply that prej- 
udice be used in support of principle, not that they should neces- 
sarily be the one to use it.86 And Burke, unlike some modern 
writers, thought that prejudice could not be created. 

The political circumstance is created partly by the past, a past 
that binds the statesman, but the circumstance itself is of the 
present. It is almost certainly unique in some way. There is a 
pressure of moving events, an urgency of particularized action in 
a fleeting historical panorama. The movement calls for a habit 
of decisiveness. History may pass you by. The prudent statesman 
understands the “tide in the affairs of men.” He takes it “at the 
flood.” 

A political act is part of a political whole. Acts must be judged 
not in themselves but in their capacity to become parts of a 
changing tradition, and “not in their immediate results but in 
their ultimate.” ‘The real effects of moral causes,” wrote Burke, 
“are not always immediate, but that which in the first instance is 
prejudicial may be excellent in its remoter operation. And its 
excellence may arise even from the ill effects it produces in the 
beginning.” Political ideas also have a relation to the future, but 
it is the relation to a particular, probable, and foreseeable future 
that characterizes the statesman’s work. Actions tend to become 
habitual. Actions create precedents. Actions are not for a 
day. Dangers to the government must be defined by the cir- 
cumstance. The British Constitution itself depended on a pre- 
carious balance. What part to defend, what part to restrain? 
That, in turn, depends on the danger. “The question,” said 
Burke, “is not which is more eligible, but which is more immi- 
nent.” 27 Once the elements of government that make for its 
continuity and stability are destroyed, they cannot readily be 
restored. The course of the statesman is prejudicial to the future, 
and, whether it will or no, government binds its successors. This 


86 Hamilton or Madison, Federalist Papers, No. 49, Modern Library ed., p. 329. 
37 French Revolution, vol. 3, p. 311; Present Discontents, vol. 1, p. 458. Compare 
Substance of the Speech in the Debate on the Army Estimates, vol. 3, pp. 217-18. 
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is Burke’s reply to Paine—not so much in right as in fact. It is 
a good part of his choleric response to the destructive character 
of the French Revolution.* ~ 

There are other elements in political circumstance beside time. 
There are emotional elements. The statesman ages quickly in an 
atmosphere of perpetual concern. His charge is his care. Burke 
himself might prefer the “cold neutrality of abstract justice,” but 
to the statesman that preference may at times be unreal. In one 
of his more intemperate expressions, Burke said, ‘‘Nothing can 
be more hard than the heart of a thorough-bred metaphysician.”’ *° 
The danger of speculation was the danger of want of sympathy, 
the danger of “hating vices too much and loving men too little.” *° 

This danger may lead to hypocrisy, but hypocrisy can be a 
vice of either theory or practice. Concern, on the other hand, 
is the atmosphere of the statesman. It is part of his risk. Should 
concern deteriorate into despair, the risk is great indeed. “Specu- 
lative despair is unpardonable when it is action that is required.” *! 
In political philosophy there is an element of safety. There is no 
such safety in politics. The arguments of the schools, Burke 
thought, may be protected, but only in the schools. The emo- 
itons which the conscientious political man brings to his office 
differ from the reflections of quiet work, and serious political 
thinking is quiet work, the kind of work Arnold called “too great 
for haste, too high for rivalry.” *? 

Circumstance is unavoidably complex. The personal factors, 
the need for human attachments if politics is to be a going con- 
cern, the limits which the disposition of a people may impose, the 
doubtful value of thorough consistency—all these were discussed 
by Burke in his long political career. Political thinking may 


38 Letter to a Noble Lord, vol. 5, pp. 224-25. Compare Letter to William Smith, 
vol. 6, p. 368; French Revolution, vol. 3, pp. 440-41. 

39 Contrast Letter to a Noble Lord, vol. 5, p. 216, with Appeal, vol. 4, p. 63. 

40 French Revolution, vol. 3, p. 458. 

41 Letter to the Duke of Richmond, September 26, 1775, World’s Classics ed., 
p. 206. Compare Letters on a Regicide Peace, I, vol. 5, p. 240. 

42 American Taxation, vol. 2, p. 73; Representation in Parliament, vol. 7, p. 97- 
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recognize, as it usually does, that government once good is not 
always good. All the substantial corruptions of formal vices can- 
not be foreseen. We cannot tell when tyranny may become 
detryannized by sheer human inefficiency, or when democracy 
may turn to arbitrariness. Political power may grow. Men may 
buy more and sell more, or a stronger public may refuse to buy 
and sell. Public opinion may decay with the decay in the art of 
writing. Political theory may tell us how a democracy should 
act, or how it does act, but it can give only a few of the condi- 
tions of democratic conduct. It cannot assess the fatality of each 
single mistake. The infinite variety of circumstance is foreign 
to its very nature. 

The knowledge of the circumstance presupposes, hcwever, some 
knowledge of the principles. Politics may be the “‘art of the pos- 
sible,” as Bismarck called it, if the possible includes the desirable. 
The knowledge of the desirable may be elementary. Burke said 
that the principles of politics were the principles of morality, and 
that their texture was coarse. Yet since he also suggested that 
that knowledge can become perverted, it is possible that even to 
Burke, these principles are not really so simple.** 

The limitations of theory do not indicate the vast areas where 
the study of theory may help the pursuit of practice, but they do 
not preclude such aid. Francis Bacon had called for a closer 
relation between the two. Burke criticized invention, but Bacon 
said that ‘“‘among advocates and lawyers, which are only men of 
business and not grounded in books,” experience was more likely 
to be confined. The “empiric” politician was unable to stand the 
shock of unexpected circumstance. Burke leveled the charge of 
sloth, whereas Bacon pointed out that only the lover of books had 
his mind accustomed to “‘perpetual motion and agitation.”” Burke 
complained of too many plans, while Bacon found that true learn- 
ing taught the latitude of rules and principles. Burke accused 
his opponents of presumptuousness, but Bacon pointed out that it 


43 Compare Letter to Rivarol, World’s Classics ed., pp. 303-04, also Letter to @ 
Member of the National Assembly, vol. 4, pp. 1-55, passim. 
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was the politicians who “presumed to throw imputations upon 
learning.” And in the Apology of Plato, Socrates contrasted his 
own ignorance of which he was aware with that of the politician 
who in his presumptuousness was unaware of his ignorance and 
wroth at the suggestion of it.** 

Bacon need not be defended against Burke nor Burke against 
Bacon. While there are differences between the two, the concern 
here is with the realm of discretion rather than the school of 
statesmanship. This discussion is in no sense an attack upon the 
life or the function of the political thinker or an attempt to con- 
struct an inverted utopia of political practice. While it is certain 
that Burke would have much less sympathy than Bacon with the 
attempts of contemporary political science to narrow the realm 
of discretion and hence to narrow also the possibilities for impru- 
dence and caprice, the present study makes no pretensions to 
deciding such a controversy. It can only repeat that in politics 
there is at present a frontier between theory and practice; the 
number of future frontiers is conjectural. 

As long as there is need for the discretion of the statesman, 
there will be room for the virtue of the political life which is 
called prudence or practical wisdom. Prudence is not caution, 
as it may be in popular parlance, but a “reasoned and true state 
of capacity to act with regard to human goods,” according to 
Aristotle.** Prudence is intended to avoid the extremes of smart- 


44 Bacon, Advancement of Learning, Books I-II, World’s Classics ed., pp. 11-18: 
Plato, Apology, 21 D 1-10. 

45 Contrast Burke’s statement, “We know that we have made no discoveries and 
we think that no discoveries are to be made, in morality—nor in the great principles 
of government, nor in the ideas of liberty” (French Revolution, vol. 3, p. 345) with 
Bacon, De interpretatione naturae prooemium, passim. Later agreement with 
Bacon is, of course, widespread. Compare Federalist Papers, No. g (Hamilton), 
Modern Library ed., p. 48; for contemporary statements, see C. E. Merriam, 
Political Power, p. 33, and his article, “Physics and Politics,” in American Political 
Science Review, vol. 40 (June 1946) p. 446, with reference to the infancy of political 
science. 

46 Aristotle, Nicomachean Ethics, 1140 b 20-21. Among other general discussions, 
see Plato, Republic, 428A-429A; Aristotle, Nicomachean Ethics, Book VI, passim; 
Thomas Aquinas, Summa Theologica, I-II Q. 57. 
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ness and timidity. ‘Prudence,’ wrote Burke “is not only the 
first in rank of the virtues political and moral, but she is the 
director, regulator, the standard of them all.” ** 

A few warnings may be useful. Political prudence is not chiefly 
compromise. Of course, there may be compromise—the problem 
is when and where. There are higher and lower “orders of 
prudence.” There is even a “false, reptile prudence.” Real 
prudence, that combination of knowledge of the principles and 
appraisal of the circumstance, is rare, and while it may have rules, 
these rules, Burke said, were “rarely exact.” 48 

Grave indeed is the responsibility of the statesman. In sub- 
stance Burke says: Good will is not enough, sincerity is not 
enough, forthrightness is not enough, though all are important. 
In politics, it is necessary that what is right should be written in 
the statute books and embodied in human practices. The duties. 
of the statesman find their fulfillment in the success of statesman- 
ship, in the triumph of justice and the defeat of evil. And the 
imprudent politician might better seek the oblivion of unpub- 
licized privacy.*® 

The relation of the entire discussion to political practice is, 
I think, clear. Its relation to political theory is more complex. 
Burke’s rules of particularity, experience, plainness, circumstance, 
prudence, may be good rules. They narrow the realm of the poli- 
tical thinker. But they do not simplify his task. They complicate 
it. They suggest that anyone who ponders political principles 
may have an obligation to respect the realm of discretion. What 
can happen there may impose limits on conscientious theory and 
especially on the mode of expression of that theory. There is of 
course an opposite danger—the danger that a reluctance to invade 
this realm may encourage a diversion of political theory from 
principles to trivalities. But that is beyond the present discussion. 


47 Appeal, vol. 4, p. 81. Compare Warren Hastings, vol. 10, p. 49; Letter to 
Dupont, World’s Classics ed., p. 277. 

48 See American Taxation, vol. 2, pp. 62-64. Quoted passages are from French 
Revolution, vol. 3, p. 243, and Letters on a Regicide Peace, I, vol. 5, p. 241. 

49 Present Discontents, vol. 1, pp. 526-27. 
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The American public has been persuaded that existentialism is a 
very recent fashion, invented in Paris by Sartre. It is therefore wel- 
come that a French scholar of Gilson’s reputation presents a condensed 
English version of his work L’Etre et l’essence (Paris 1948) to show 
that certain discussions of the thirteenth century are the foundation 
and also the culmination of “true” existentialism. The philosophers 
alluded to in the title are Plato, Aristotle, Avicenna, and St. Thomas, 
and their respective families. Thus, it is not a book for the general 
reader, because the general reader does not care for the most general 
concepts and principles of traditional metaphysics. It is a book by 
a scholar for scholars, presenting most difficult problems subtly and 
lucidly. It completes the investigation pursued by Gilson’s previous 
book, Unity of Philosophical Experience, which defends the primacy 
of metaphysical principles, by defending the primacy of existence, 
of the act of existence or esse, as against conceivable and definable 
essence, in all metaphysical enquiries. The curious result is that 
existentialism has its roots in the first words of the Bible, the story 
of creation, and its most perfect and satisfactory justification and 
conceptual elaboration in St. Thomas’ analysis of the relation between 
Being, Essence, and Existence. Thomism is far ahead of Heidegger, 
Jaspers, and Sartre. It is the true philosophy of existence and has 
freed our metaphysical tradition from essentialism, which is the 
“disease of European philosophy” from Avicenna to Duns Scotus, from 
Duns Scotus to Suarez, and through Christian Wolff to Kant and 
Hegel, while Kierkegaard’s attack on Hegel in the name of existence 
is itself a perverted kind of essence-philosophy. 

The subtlety, as well as the dogmatic self-assuredness, of Gilson’s 
treatise is refreshing: he really believes that with Thomas the truth 
has been expounded. He therefore claims for his historical study 
that it is not at all the history of a philosophical problem but “in 
each and every line” a strictly philosophical study which does not 
commit the deadly error of mistaking philosophy for history. “For 
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the only task of history is to understand . . . whereas philosophy must 
choose and applying to history for reasons to make a choice [the right 
choice!] is no longer history, it is philosophy.” Referring to William 
James’s essay, “Philosophy and its Critics,” where philosophy is 
defined as the expression of a personal attitude and temper or Welt- 
anschauung, instead of a will to know the objective truth and to see 
things just as they are, Gilson remarks that there are countries where 
no professor of science would hold his job for a month if he started 
teaching that he does not know what is true about the science he 
teaches, but where a man finds it hard to be appointed a professor of 
philosophy if he professes to believe in the truth of the philosophy 
he teaches. Gilson does not share the modern prejudice that to feel 
reasonably sure of being right is in itself a token of being wrong; 
hence the modern carelessness about philosophical principles. The 
principle of principles is that a philosopher should always put first in 
his mind what is actually first in reality; this, however, is not neces- 
sarily that which is the most easily accessible. It is that whose presence 
or absence entails the presence or absence of all the rest in reality. 
This is the very act of existence. 

The historical route that Gilson takes to achieve with Thomas the 
final statement of truth is full of twists and turns, a very erudite, 
roundabout way impossible to summarize in a short review. Only a 
few points can be mentioned. According to Gilson, there have been 
four fundamental answers to the question, What is Being? They 
constitute four philosophical families: for Platonic philosophers (from 
Plotinus to Meister Eckhart) being is self-identity and selfhood; for 
the Aristotelian family (from Averroes to Siger of Brabant) being is 
substance; for the Avicennian family being is essence; for St. Thomas 
and his followers being is primarily the act of existence. The neglect 
of existence begins at the very beginning of western philosophy—with 
Parmenides who carried to its ultimate consequences an “existentially 
neutral” conception of being. What lies at the bottom of his doctrine 
is the fundamental truth that “being 7s” whereas it is impossible that 
nonbeing should be. But this does not imply an equation of being 
and existence, for there is nothing in being as such to account for the 
fact of existence. Aristotle, too, investigated only the being of some- 
thing already existent. Existence was for him a mere prerequisite 
to being (something) which can be dismissed if once evidenced. A 
true conception of existence as such entered western philosophy with 
the Bible, with Yahweh, the God whose very name is “I am.” The 
existentially neutral philosophy of classical antiquity does not suit this 














130 SOCIAL RESEARCH 


supremely existing Christian God to whom the whole created world 
owes its contingent existence. And if to be or not to be matters in 
reality, it should also matter in philosophy. Essence, apart from its 
existence, is a bare possibility, while, on the other hand, existence 
seems to be an “accident” that happens to the substance, as was taught 
by Avicenna, who begot Duns Scotus, who begot Suarez, who begot 
Descartes, Spinoza, and Hegel, to whom existence is but the complete 
actuality of essence, and nothing else. But the main responsibility 
for taking existence for granted is generally reason’s rebellion against 
that part of reality which remains impervious to its concepts. For 
reason has only one means of accounting for what does not come from 
itself: to reduce it to nothingness. And this is what essentialism has 
done on a large scale by reducing to nothingness the very act by virtue 
of which being actually is. Modern existentialism has the merit of 
having become aware of the exceptional character of existence, but 
since it ignores the quest for a first cause and a final purpose it cannot 
solve its own problem. It took a Christian metaphysics, concerned 
with origin and end of the world, to direct the awareness of existence 
as such into the right channels, distinguishing but not divorcing it 
from essence and being and their intelligibility. 

Being itself is neither existence nor essence; it is their unity, and 
this is why it is whole and sound. “Just as to be a being is to be, 
so to be is necessarily to be a being.”” True, existence “happens” to 
essence, but in a peculiar way, not as some sort of accidental determi- 
nation but as its supreme act, that is, as the cause of its being as well as 
of its operations. This metaphysics of being is, according to Gilson, 
the only ground on which philosophy can ask the question to which 
religion is the answer. One can hardly assume that Gilson does not 
realize that answers are predetermined by the way of questioning, and 
that the religious answer, therefore, answers only such philosophical 
questions as are already directed by and toward a metaphilosophical 
solution. It is also worth-while to note that it is obviously the false 
modern existentialism that has inspired this able apologetic of 
Thomism as the true one. 


Gabriel Marcel, well known in Europe since the publication of his 
Journal métaphysique (1913-1923), Etre et avoir (1935), and Homo 
Viator (1944), appears for the first time in English translation with 
these four essays. The last, which is autobiographical, is taken from 
the commemorative book on Marcel’s work, written by a group of 
French philosophers and edited by Gilson (Existentialisme chrétien, 
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1947). The first and most substantial essay, “On the Ontological 
Mystery” (1933), explains the main lines of Marcel’s position; the 
second, “Existence and Human Freedom” (1946), is a most instructive 
and sympathetic criticism of Sartre’s philosophy; the third, “Testi- 
mony and Existentialism” (1946) defines what Marcel understands by 
“existential.” All of these essays are much more concrete than 
Gilson’s scholastic treatise and more akin to the human core of a 
Christian experience. 

Marcel states that the modern world is riddled with “problems” 
but deprived of the sense of mystery which is metaproblematical. “A 
mystery is a problem which encroaches upon its own data, invading 
them, as it were, and thereby transcending itself as a simple problem.” 
The recognition of mystery leads to the recognition of being, the mere 
involvement in problems to its debasement and negation. The modern 
individual seeks relief from the disorderly elements of his life by 
regular check-ups, overhauling the human machine in a repair shop 
called a hospital. Birth, sickness, failures, and death are deprived of 
their metaphysical relevance in our functionalized world. It is an 
empty world, liable to despair. With the non-Christian existentialists 
Marcel holds that despair, betrayal, and suicide (Jaspers’ Grenzsitua- 
tionen) and all the negative attitudes toward being are an essential 
starting point for any genuine metaphysical thought, but no more than 
a Starting point. The positive reverse of nihilism and despair is hope 
and the recognition of being as something given, as a gift. “Hope 
consists in asserting that there is at the heart of being, beyond all 
data, beyond all inventories and calculations, a mysterious principle 
which is in connivance with me, which cannot but will that which 
I will, if what I will deserves to be willed, and is, in fact, willed by 
the whole of my being.” Only if mystery is converted into a problem 
can hope be regarded as a desire and wishful thinking, distorting 
objective reality. Theoretically, mistrust is unlimited in its applica- 
tion; existentially, it is not, unless man converts himself into a theo- 
retical problem. Existentially the world of the problematical is a 
world of desire and fear, both of which tend to invent appropriate 
technics, while despair consists in the recognition of the ultimate 
inefficacy of all technics, joined to the inability or the refusal to change 
over to a new ground beyond the partial triumphs and whole failure 
of technics. ‘There is an intimate dialectical correlation between 
the optimism of technical progress and the philosophy of despair. 
The hope which is connected with technical mastery is no genuine 
hope, for the latter is hope in what does not depend on ourselves. 
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And yet hope is not an inactive state: it is the most active saints who 
carry hope to the highest degree. And the saint is for Marcel not 
outside the concern of philosophy but the very model of attainment 
of ontological truth which is as existential as it is objective. The saint 
embodies “creative fidelity,” which is ontological in its principle 
because it opens the vista toward what Marcel calls the metaphysical 
“presence” of being. The free act of creative fidelity answers the gift 
of being, granted in response to it. Sanctity as realized in certain 
exceptional beings is the introduction to a normal ontology. In con- 
trast to the captive soul which is occupied and preoccupied with its 
own problems, the perfect soul is at the disposal of others and 
inwardly dedicated. It is protected against suicide and despair because 
it knows that it is not its own and that the most legitimate use it can 
make of its freedom is precisely to recognize, as the starting point of 
its activity, that it does not belong to itself. All these notions, says 
Marcel, do not presuppose the acceptance of the Christian faith but 
are only fertilized by the fact of Christianity. The ontological mystery 
is not yet the mystery of a supernatural revelation but a natural mystery 
enveloped in human experience as such. It may, however, enable us 
to perceive the possibility of revelation which is not open to those who 
have never ventured beyond the realm of the problematical. 

On the basis of these principles Marcel criticizes Sartre’s exaggerated 
and even dishonest use of the concept of negation, which is even more 
inexplicable and unintelligible than the notion of creation for which 
Sartre has only contempt. There is a strange vilifying tendency in 
Sartre’s writings to flood the market with “freedom” by putting it on 
every stall. If we are, as Sartre says, condemned to freedom, then 
freedom must be easy, though Sartre will protest that he makes freedom 
difficult. This kind of existentialism stands at a parting of the ways: 
it will either have to deny or transcend itself. 

The third essay clarifies Marcel’s notion of testimony. It bears on 
something independent of one’s self and objectively real; at the same 
time, it commits one’s entire being as a person who is answerable for 
his assertions and for himself. This tension between inward commit- 
ment and objective end is “existential.” 


’ sé 


Helmut Kuhn’s lively discussion of the existentialists’ “encounter 


with nothingness,” in particular of the philosophies of Sartre and 
Heidegger, is akin to the position taken by Marcel, to whom he refers 
occasionally. But compared with Marcel’s criticism of Sartre, Kuhn’s 
discussion is more dogmatic with regard to its Christian presupposi- 
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tions and less sympathetic in its understanding of the modern predica- 
ment from which the author seems to be curiously free. Though he 
does not identify himself with Thomism, or any other form of orthodox 
Christianity, he takes Christian hope and a “rational faith” (in 
creatureliness, sin, rebirth, and redemptive love) as the standard of 
his criticism, and the encounter with nothingness therefore appears as 
a mere perversion. He cites as a premonition of the existentialist out- 
look a passage from Melville’s Moby Dick to the effect that all earnest 
thinking is but “the intrepid effort of the soul to keep the open inde- 
pendence of her sea; when the wildest winds of heaven and earth 
conspire to cast her on the treacherous, slavish shore.” ‘These beautiful 
lines, however, have little bearing on the following appreciation of 
the existentialist experiment. Kuhn’s book is indeed not an existen- 
tialist, treatise on existentialism. ‘To him, nothingness is merely the 
privation of meaning and reality, an unnatural arrest imposed by a 
series of radical negations, culminating in the “desperate and auda- 
cious” question: “Why is there something rather than nothing?” “The 
existentialists take the road to Calvary. But arriving there, they find 
the place empty except for two thieves dying on their cross.” Such 
phrases are typical of Kuhn’s eloquent writing. He indulges in literary 
formulations, striking but not always convincing. 

Existentialism initiates one into the maturity of disillusionment; 
it is a symptom of modern alienation, homelessness, and “active 
futility,” but also an indirect manifestation of the truth (claimed to be 
universal) that man must purchase victory at the price of an ultimate 
defeat. ‘“The encounter initiating crisis is not an encounter with God 
who discovers our nothingness but with nothingness as the vacuum 
left by the non-existent God as in Sartre, or the absent God as in 
Heidegger.” In these philosophies crisis is paramount while ascent is 
obliterated. “The nothingness is the shadow of the repudiated God.” 
Existence, absolute freedom, anxiety, and crisis, the configuration of 
these concepts constitutes, according to Kuhn, existentialism. It reflects 
a process of emancipation from a meaningful and orderly cosmos, from 
constraining moral laws, based upon the nature of things, and from 
God in relation to whom freedom is service. 

The main content of the book centers on this alternative of under- 
standing the anguish of crisis in either a Christian or an atheistic 
sense. And since existentialism started from Kierkegaard, Kuhn’s 
analysis naturally offers also many remarkable reflections upon Kierke- 
gaard’s dangerous thesis that truth is “subjective.” What for Kierke- 
gaard, however, was a preamble to faith has become for existentialism 
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the message itself. In the modern replica of Kierkegaard’s work his 
doubts seem greater than his faith. The crisis as depicted by existen- 
tialism is “the Christian crisis in caricature.” There is in Kuhn’s essay 
a superfluity of polemics against “nothingness,” which cannot but 
make a caricature of the work of Heidegger, Jaspers, even of Sartre, 
and one may doubt whether the truth of existentialism can be dis- 
missed so easily as a pathological deviation. Occasionally Kuhn himself 
suggests that the material destruction of so many European cities and 
cathedrals might be symptomatic of a preceding demolition of such 
supporting principles as the ideas of cosmos or creation, of contempla- 
tive life, and of love as the prime creative force. But even granted 
that such ideas were sustaining the intellectual structure of “civilized 
life,” Kuhn himself cannot fail to see that the existentialist’s unbelief 
in our civilized life is “not without some justification.” If that is so, 
why should we then reject the “mortally intolerable truth” of the open 
sea on which men like Melville and Nietzsche embarked, after having 
unmasked the hypocrisy of the “confidence-man.” Perhaps Sartre him- 
self would admit that existentialism is “the quintessence of the nihil- 
istic poison exuded by the ailing mind of Europe.” But to see this 
requires no Christian apologetic, for every Marxist will say the same. 
Instead of denouncing existentialism as “atheism,” the Marxist will 
simply say that it is the intellectual outcome of a bourgeois society of 
isolated individuals. 

Kuhn observes that existential philosophy is dramatic in structure, 
bringing about a reversal of situation. But why should the “virtue 
of drama” be the “vice of philosophy”? Heidegger’s recent publica- 
tions at least show that such a reversal might be the legitimate direction 
of a thought which is not easily satisfied with its own results but is 
capable of relentless rethinking. Heidegger’s persistent questioning 
of Being, beyond traditional metaphysics, is not “historicism grown 
desperate” but a radical step beyond historical relativism and modern 
subjectivism, together with its counterpart of objective dogmatism. 
The latter is also implied in Kuhn’s final quest for a “criterion” of 
the crisis. Only on the periphery of rational argumentation may it 
seem as if the whole disease of modern thought is caused by the lack 
of criteria and that the “crisis of criteria” itself requires a criterion. 
Marcel, the Christian existentialist, suggests that there is no criteri- 
ology, for example, of what is true love, or true faith, except in the 
order of the objectively problematical, which is neither in actual life 
nor in philosophy the ultimate instance of validity. 


Kari LOwitH 
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HART, JAMES. The American Presidency in Action—1789. New 
York: Macmillan. 1948. xv & 256 pp. $4. 

In writing this study of the first year of the presidency as a con- 
tribution to American constitutional history, Dr. Hart proposed to 
use the “historical method in political science.” There can be little 
quarrel with this purpose, since the need for more historical knowl- 
edge on the part of the political scientists has been frequently stressed, 
notably by Charles Beard. 

The first year of the American presidency is rich in material. The 
unusually high talents of the characters on the political scene, the 
importance of filling in the constitutional gaps, and the clear shaping 
of the precedents in that year combine to make 1789 a wonderfully 
fertile period for the constitutional historian. Much has been written 
on the evolution of the treaty-making power, tenure of office, and 
the personal message, but to Dr. Hart must go full credit for dis- 
cussing these concerns as they appear on the scene during the first 
administration. 

Dr. Hart’s work is serious and well documented. He relies on 
original sources, and his analysis shows a broad knowledge of the 
currently persistent controversies which have their roots in our early 
history. The delightful treatment of the discussion of titles of 
nobility by Maclay and Adams makes fine reading. So does the 
account of Washington’s attempt to secure the “advice and consent” 
of the Senate. The longest and most detailed chapter deals with 
the controversy over the tenure of administrative office, and presents 
the four principal points of view and their variations at some length. 
To this reviewer, however, the most exciting sections are those which 
reveal the personal dignity of Washington himself. His unwilling- 
ness to accept compensation, his care in distinguishing competence 
from friendship as a qualification for appointment, his natural sim- 
plicity yielding only to such pomp and circumstance as might 
strengthen the Union—all these have an unwonted charm for the 
student of latter-day politicians. 

Dr. Hart’s book is at its best when he does as he proposed and 
writes constitutional history. While the many quotations are long 
and somewhat diffuse, they are well chosen. The social-scientific 
talk about “symbolism” and the like might well have been omitted, 
but fortunately there is not much of it. It would have been advisable, 
too, for the author not to “repudiate the ‘speculative idealism’ of 
Hegel” in a footnote based on four pages in a history of philosophy. 


Howarp B. WHITE 
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SCHNEIDER, LOUIS. The Freudian Psychology and Veblen’s Social 
Theory. New York: King’s Crown Press. 1948. x & 270 pp. $3.25. 

The title of this book is somewhat misleading, for Schneider does 
not deal in extenso with the primary hypotheses of Veblen and Freud. 
Instead, he represents the Freudian psychology by recourse to some of 
its archadversaries, and attempts to distill Veblen’s social theory with- 
out reference to such theoretically decisive works as The Engineers 
and the Price System and The Higher Learning. The Freudian 
psychology is viewed as encompassing ideas held not only by Freud 
and such so-called neo-Freudians as Horney, Fromm, Sullivan, and 
Kardiner, who “have comparatively little faith in Freud’s theories of 
instinct, who have little use for the libido theory, and who have a 
perspective quite different from Freud’s on the role of social factors” 
(p. 12); it also takes in Alfred Adler, as well as Jung, because Adler’s 
work “shows continuity with that of Freud, even if it is only the con- 
tinuity that derives from taking a consciously opposite position. . . .” 


(P- 143)- 
It appears that Schneider sees little in Veblen and less in Freud, 


but feels that somehow a synthesis of the two would be fruitful. . 


Roughly, he says this: Take whatever may be salvaged from the 
Veblenian sociology, add it to the shambles of orthodox psycho- 
analysis, and you will have forged a superior instrument with which 
to study man. In context, this boils down to a plea for the kind of 
social psychology that will study the inner man and the outer man, 
the group and the individual in the group, without excessive bias in 
either direction. This stand will be met with hosannahs by those 
few men in the field whose colleagues seldom abide by it. That such 
an approach can be profitable is shown by Schneider in his stimu- 
lating discussion of structural irrationality. But the main conclusion 
could have been reached as easily, and “‘neo-Freudianism” espoused as 
enthusiastically, without reference to either Freud or Veblen. We 
are still beset with social psychologies and social psychologies; obviously 
Veblen’s falls into the first category as does Freud’s into the second. 
In the case of Veblen this is always explicitly so, and in the case of 
Freud, he should certainly be taken at his word when he asserts that 
“from the very first Individual Psychology is at the same time Social 
Psychology. . . .” Such a statement does not square well with 
Schneider’s charge of biologistic reductionism, a criticism which is also 
inapplicable to Freud’s conception of neurosis, as Fenichel has so 
convincingly demonstrated. 

The point is made that both Veblen and Freud subscribed to instinct 
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theory. One notes with interest that this datum has engendered as 
much confusion among Veblen critics as it has among detractors of 
Freud—whose Trieb ought never to have been mistranslated. The 
word “instinct” is utterly ambiguous and should be discarded, as 
Klineberg long ago suggested. Schneider understands its Veblenian 
connotation better than men like Arthur K. Davis (see “Sociological 
Elements in Veblen’s Economic Theory,” in Journal of Political 
Economy, June 1945), and he analyzes this matter with an eye to its 
complexity and a praiseworthy disinclination to oversimplify. He 
observes that Veblen used “instinct” very loosely, and such is the case. 
But he also contends that this use is essentially the same as James’s 
and McDougall’s, which is arguable if not wholly inaccurate, since in a 
crucial way Veblen’s concept is the direct opposite of theirs. Veblen 
discussed instincts systematically only once, in a dozen pages of his 
introduction to The Instinct of Workmanship, and in those remarks, 
he clearly removed instincts from the physiological or tropismatic 
realm, where they still repose for McDougallian psychology. It is 
therefore not a simple matter to dispose of Veblen as just another 
instinctivist, who deceived himself into believing that he had discovered 
the irreducible prime movers of human behavior. In the total corpus 
of Veblenism, instincts play a decidedly minor role; impersonal tech- 
nology is more often regarded as fundamental. 

Schneider finds another area of similarity between Veblen and 
Freud in their common attraction to a sort of quasi anarchism. This 
is not thoroughly enough articulated in regard to Freud, and is rather 
misleading in regard to Veblen. The author justifiably criticizes 
Veblen for his Rousseauistic strain, but does not fully explain it. 
Veblen indulged in the glorification of savagery as a way of life, not 
because he wanted to see it restored but because he wanted to see its 
alleged values of pacifism and parentalism and self-sacrifice restored 
within the modern scheme of rational industrial society. This was 
utopian, but it was not anarchistic in any politically meaningful sense 
of the term. Veblen outlined his blueprint of the good society in 
The Engineers and the Price System, and it projects the opposite of 
anarchism’s most elementary demand, that is, decentralization. 

It is not possible to discuss except at great length the many contro- 
versial issues skillfully raised in this book. The best portions of the 
essay are those in which the author addresses himself to concrete 
problems, as he does in the concluding section, entitled “Toward 
Integration.” 

BERNARD ROSENBERG 
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TRANSCENDING THE COLD WAR“ 


BY HANS SIMONS 


I. His lecture, “Fortune and Misfortune in History,” Jacob 
Burckhardt states that “one cannot fathom the economy of world 
history” and therefore ‘‘cannot finally assess the losses and gains.” 
Yet if the American taxpayer is faced by a budget of 42.4 billion 
dollars of which he is told that about 70 percent or go billion 
dollars may be directly accounted for by the fact that “there is 
no peace,” then he will be inclined to try assessing losses and 
gains just the same. Assuming that we could have friendly rela- 
tions with the Soviet Union—as Quakers and other well-meaning 
people do—and that such relations would affect Soviet action—as 
optimists still hope—could we not, instead of financing the cold 
war, use our wealth in a manner more consonant with American 
ideals? 

As matters stand, however, we have the cold war. Cold though 
it is, it draws millions of dollars’ worth of heat from atomic fission, 
drives other millions of dollars into the blast furnaces of arma- 
ment industries, and presses still others into the hot pursuit 
of dissidents suspected of disloyalty. If it is still short of the fire 
of explosions, its poisonous propaganda has a purpose no less 
deadly than that of chemical or germ warfare. Greeks and Tro- 
jans hardly did better when inciting each other to battle than 
do certain spokesmen of the “two most powerful nations on 
earth.” 

Diplomatic contacts seem utterly unproductive. Agreements 
are worthless because there is no peaceful frame of reference 
left, and without it they make no sense. Even so concrete, factual, 
and technical a compromise as the one reached on the settlement 


* Epirors’ Note—This article is based on Dr. Simons’ contribution to the Grad- 
uate Faculty symposium, “One Globe—Two Worlds,” held in honor of Alvin 
Johnson on January 21, 1950, at the New School for Social Research. 














144 SOCIAL RESEARCH 


of the Berlin railway strike proves useless because implementa- 
tion degenerates into malevolent interpretation. Those who deal 
directly with Soviet negotiators experience a sense of frustration 
and bewilderment. What is so baffling about the Soviet attitude 
is the complete absence of any response and reciprocity. Even 
if one does not find all the fault on the other side, one sees that 
no honest motive, no objective evaluation, no genuine concession 
makes any difference, so long as the arrogant Soviet self-righteous- 
ness never even sees the beam in its own eye. It is a particularly 
distasteful experience, a sensation of real helplessness, which 
creates resentment and anger. No individual and no nation can 
be misjudged continuously without countering with hostility. If 
this is a two-way process, then so much the worse. In any case, 
it is one of the basic features of the cold war. 

If the United States feels forced to spend part of its energies 
and resources on means which are primarily preventive, and yet 
without assurance that they will work; if discussions and negotia- 
tions increase rather than decrease the strain on her relations 
with the Soviet Union; then it is natural that alternatives should 
be under constant and serious consideration. The more hopeless 
it seems to engage in genuine argument across the council table, 
to make our word understood by face-to-face discussion or 
through the anonymous Voice of America, the more tempting it 
becomes to resort to the ultima ratio—war. It appears to be the 
the only action really within our reach and at the same time sure 
to reach the Russians. No doubt the points made in favor of 
such action are persuasive, at least to those who state them. They 
feel that the American people are more ready now to take the 
plunge than they were before Pearl Harbor, and that this spirit 
might be lost if the Soviets should pretend to make concessions. 
They are convinced that since communism regards war between 
the capitalist and socialist worlds as inevitable, and would in the 
long run be ready to provoke it for its own revolutionary pur- 
poses, a preventive war is both necessary and preferable. 
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Other people who make the same assumptions draw different 
conclusions. They do not advocate a preventive war. They are 
convinced, nevertheless, that the world cannot in its present state 
of propinquity survive half free and half slave. They do not 
believe that containment is more than a short-term answer to the 
basic problem, because the dynamism of one side or the other will 
spill over the dams of division; and rather than wait for com- 
munism to do so and thereby provoke war, they would press 
into contested areas albeit at the risk of war. Even those aware 
of the further risk that forces not interested in freedom might 
exploit popular idealism for interests of power and profit would 
make sacrifices of democracy at home in order to avoid ultimate 
foreign domination. Their hope, of course, is that democracy 
will still prevail. But they no longer hold that in the long run 
the world can be safe for democracy unless it is all democratic. 

In assessing these arguments in favor of transcending the cold 
war by building it up into a real one, account should be taken 
of a few fundamental questions which must be answered as best 
one can. 

First, how correct is the assumption that the Soviet leaders are 
expecting war and preparing for it as a short-term proposition? 
This is important, because we know that the Stalinist system 
does not allow for a permanent nonaggression pact between capi- 
talism and communism. No peace offers by the West could 
basically change the congenital Soviet distrust. On the other 
hand, tangible concessions by the Russians would have a pro- 
found effect on the United States. Obviously, if the Soviets felt 
ready for war now, they could enormously increase their margin 
of safety simply by being more accommodating. The very stub- 
bornness of their attitude on all pending issues indicates clearly 
that they do not dare to give up any positions, because they 
regard what they are holding as the very minimum of their 
security—so much so that they are continuously pressing for 
improvement. Stalin’s own consistent analysis of the international 
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scene, as he presents it for home consumption and for Cominform 
audiences, considers the postwar period another revolutionary 
flow with its crest expected within fifteen years, depending of 
course on the economic development in the capitalist world. 
Since, according to their own statements, the Soviet leaders are 
expecting our economic collapse, it would be foolish for them 
to precipitate a conflict before this occurs. War, then, for the 
Soviets, is not a short-term proposition. 

For some time, therefore, if we want war, we will have to 
start it. Those who do not want it have to meet the other two 
arguments: that the longer we wait, the worse off we will be, 
and that the world cannot (and must not) continue half free 
and half slave. 

The first argument has both a psychological and a technical 
aspect. Strong though American feeling is against the Soviet 
Union, it is by no means stronger than the revulsion from war 
which is not only alive but growing. As the illusion of a push- 
button war (where everybody stays home and makes a profit) is 
destroyed by a more serious analysis of future global strategy, 
people are regaining their sense of proportion and an awareness 
of what is at stake. As the end-of-the-world impact of the atomic 
bomb fades and so long as the H-bomb “does not, in fact, exist,” 
the individual realizes again his share of responsibility, as well 
as the many ways in which he might be involved, in a new con- 
flagration. No poll will ever produce a correct answer. But it 
appears that even the most cynical manipulation of public opinion 
will not make the American people ready for preventive war— 
now or later. 

That even the experts disagree profoundly on military pre- 
paredness we laymen see with wonderment. Here the average 
citizen must be permitted a few naive observations. With Switzer- 
land and Sweden about the strongest military land powers in 
Europe, with the arms aid program, which could change this, 
just getting under way on a scale not to be compared with lend- 
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lease, with our own military establishment clearly cut to the 
security (which means defense) limit, or beyond it, one does not 
feel that we could lose much by waiting. It took the United 
States about 300 billion dollars to win the second world war. All 
the money spent and to be spent on aid abroad and armaments 
at home comes to only a small fraction of this amount. The 
difference between our war expenditures and the present mili- 
tary and foreign policy budget is in a way proportionate to our 
unwillingness to become an aggressor. Preventive war, therefore, 
is not a practical proposition. Unfortunately, the confusion is 
so great that the people who openly advocate such a war, or at least 
silently imply support of it, are the very ones who would cut down 
even those efforts we are now making in order to strengthen our 
international position. 

As for freedom and slavery, the world is not so unified that we 
could not tolerate the different types of government and forms 
of society that exist today. The American instinct is to let 
everybody do as he pleases, so long as he does not make a nuisance 
of himself. To make sure who does and who pleases is already 
too complicated a task. We know, however, that many of the 
people whom we count among the slaves reject our judgment. 
The attempt to make everybody free would seem part of another 
American instinct, namely, to make everybody happy. But that 
is to assume that the two go together. In any case, it is a far less 
feasible proposition to provide freedom for every Yakutsk than 
to provide milk for every Hottentot—and Americans, doing 
pretty well at providing milk at home, know much better how 
to do this abroad. Last but not least (though this is not a heroic 
attitude to take), in view of the risk involved in any crusade for 
global freedom, it seems better first to preserve and defend free- 
dom where it exists. A war of liberation, therefore, does not 
seem to be a serious prospect either. 

We can dispose of the other extreme alternative—namely, 
world government—more quickly because it is not a realistic one. 
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The idea of a world government without the other part of the 
globe can be dismissed, because it means only an extension of 
what is taking place anyway: a gradual integration and coordina- 
tion of the groups making up the non-Soviet world. Unavoidably, 
this is a slow and painful process. In so far as it succeeds, it will 
strengthen the defenses of the West, but it is obviously no answer 
to the problem of East-West relations. We may be faced with 
the challenge of trying it more seriously and resolutely, if the 
Soviet Union and its friends and satellites walk out of the United 
Nations. But assuming the unassumable, that the Soviet Union 
would participate in an experiment of world government, then 
the issue of communism would simply be shifted from interna- 
tional to civil war. If such a shift should give us advantages 
which assured our victory, then the Soviets would not join. If 
they, on the other hand, had a fair chance to carry the day, we 
would not think of giving it to them. In addition, one could 
point to the fallacy of believing that a constitution can create 
unity where there is none in the society producing it, and to the 
illusion that a police force (even if it can be organized) is an 
answer to, and not a function of, class relations. 

To imagine that the Soviets, who refuse with impressive argu- 
ments to accept the western plan of atomic energy control, will 
accept a world government because they share in it, is plain 
day-dreaming. To expect that an international constituent as- 
sembly will do better than the General Assembly of the United 
Nations, where the East constitutes a permanent minority, is 
wishful thinking. But the difficulties are by no means all on the 
other side. Anybody who asks the United States to forgo its 
veto on vital matters had better poll our senators first. We 
know that the Security Council will soon include four com- 
munist members—the Soviet Union, China, the Ukraine, and 
Yugoslavia (though the last-named is a dissident)—two of whom 
are endowed with the veto power. There is also India, who 
can cast her vote more independently than some of her predeces- 
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sors. As the security of our majority position decreases, we are 
unlikely to avoid this dilemma by moving toward a world 
government. 

On the other hand, the more concretely one envisions a supra- 
national world organization, the more one wonders where its 
contradictions will lead. If it is to be established by undemocratic 
procedures, how well will it protect democracy? If it is to rep- 
resent peoples of the world in some relation to their numerical 
strength—in other words, if it is to be democratically organized— 
rather than based on the equality of governments, how democratic 
in fact can it be, with more than half of the globe undemocratic? 
And what becomes of white supremacy? What about the basic 
tenets of western Hebrew-Christian tradition without which we 
cannot conceive of democracy? World government is a dream, 
and not even a pleasant one. 

This leaves us with yet another alternative between the ex- 
tremes of war and union, namely a modus vivendi. Unfortu- 
nately, the cold war is not the sinister invention of ill-meaning 
people, but precisely the modus vivendi to which we are reduced 
by circumstances beyond our control (and by “we” is meant the 
United States and its allies as well as the Soviet world). These 
circumstances drive us into the folly of rearming the Germans, of 
pitting the Koreans against each other, of forcing everybody to 
take sides. But they also prevent us from following up these 
measures to the breaking point. 

The Soviet view of the world is a strange combination of real- 
ism and dogmatism. It is based on a hard and fearless analysis 
of a limited sphere of human affairs. Into the frame so found 
everything has to fit, matters outside the original reference as well 
as new facts and experiences. Thus the very realism of the orig- 
inal approach now does violence to reality. The Soviets simply 
cannot any longer perceive the world as it is. And as their people 
are prevented from seeing it at all, except through the bifocal 
glasses which distort the distant and the near in different refrac- 








150 SOCIAL RESEARCH 


tions, the discrepancy between fact and fancy becomes even more 
enormous. We too use our lenses. Asa result, the mutual images 
grow so distant that their descriptions are necessarily reduced to 
the crude language of today—the language not of the diplomacy 
and comity of nations, but of the cold war. Given this situation, 
argument has no place in East-West relations. Intrinsically, the 
Soviet negotiators cannot be convinced by anybody but them- 
selves. Positing this, we cannot logically accept their propositions. 
Worse still, emotional distrust is added to the rational. With no 
prospect of effect, discussion is gradually reduced to the mono- 
logues of self-advertising. It is a technique unbearable under 
any conditions but those of the cold war. 

Of course, there is always the danger that this adjustment of 
formalities to forces of international life could cease to function. 
It is not likely that words will be strong enough to cause its break- 
down. But in spite of all the distance and detachment, other con- 
tacts remain: semimilitary and therefore physical ones in Ger- 
many and Austria, and potential ones in areas not yet exclusively 
controlled by one side or the other. Here is the danger zone 
of possible miscalculation or insubordination, which would almost 
automatically end in collision. Yet it is amazing how well con- 
trolled the two worlds are even in these border areas. In block- 
aded Berlin, for instance, mobs from the western and eastern 
sectors started rioting along the demarcation line on Potsdamer 
Platz, and the Soviet, British, and United States military police 
were drawn into the melee. The fact that no international fight- 
ing developed indicates the strongest possible intent to limit the 
war to its cold stage. The powers on both sides are so complex a 
combination of available and potential material resources, of 
open and hidden political purposes, of known and unknown moral 
and spiritual reserves, that nobody can put them down on a bal- 
ance sheet. And yet they balance, with even a certain stability. 
This is provided by two massive elements. The one is the basic 
hedonism which prevails in both worlds, with its devotion to, and 
faith in, progress toward a better material life. This is the basic 
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goal of communism, the essential explanation of its strange mo- 
rality. In the western world it is a far less simple proposition, 
because increasingly our moral analysis denies that well-being is 
a physical phenomenon only. Nevertheless, it still largely moti- 
vates our actions. The second element is a firm conviction, bit- 
terly acquired during the last war, that this progress is achiev- 
able only in peace. 

One could say, then, that the cold war even has obvious merits, 
because it provides the only form within which such strains can 
be sustained. Like all forms, however, which develop out of 
pressures tending to find an equilibrium, it becomes static and 
stiff. So long as it serves only the one purpose of regulating and 
restricting United States-Soviet relations, this inelasticity may be 
acceptable. But if the concept of the cold war becomes the cen- 
tral one, its limited and fixed techniques affect fields where better 
ones are still available. 

In a way, we always succumb to the temptation to oversimplify 
political relations and situations in order to make them compre- 
hensible. The “two worlds” scheme is such an oversimplification. 
It is due to the understandable overemphasis which we put on our 
own power and, by implication rather than direct evaluation, on 
the power of the Soviet Union. It is true that the long-range 
bomber is structurally capable of carrying bombs everywhere— 
but today that means both ways. In addition, competent experts 
see in the growth of defensive weapons—jet fighters, guided mis- 
siles, and especially ground-to-air rockets—a crisis for the heavy 
bomber which is almost as significant as our loss of the atomic 
bomb monopoly. Even with the newest weapons, then, the 
United States and the Soviet Union are not within easy reach of 
each other. Nor have new means of transportation and com- 
munication yet undone those basic geographical facts which keep 
the United States and the Soviet Union, though on the same 
globe, still somewhat separated. With relative equality in the 
prospects of success for attack and defense in the air, the two great 
powers are more isolated than the one-world concept recognizes. 
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We can still use Walter Lippmann’s phrase of the whale and the 
elephant to describe our relations. 

It is equally clear that we are not quite so important, absolutely 
or relatively, as one would assume from the attention that we 
accord each other and ourselves. There is an element of megalo- 
mania, far more pronounced in the case of the Soviets, but notice- 
able in all the talk about the superpowers and about the world 
revolving around them. We arrogate something beyond our 
power and our historic claim if we try, as the Soviets do, to make 
everybody out as of necessity for or against us. 

There is a threatening bit of truth in the saying that one be- 
comes what one contemplates. If we permit ourselves to become 
completely preoccupied with the East-West tension, we become 
thereby more tempted by power and more influenced by fear 
than serves the best interests of the noncommunist world. One 
might quite seriously suggest, instead of the cold war, a war of 
the cold shoulder. If we would make it a carefully considered 
policy to turn the cold shoulder to all Soviet efforts to get our 
attention, to confuse us and to provoke us, it would damage com- 
munist prestige more than the best propaganda. To be sure, 
such a policy would need complete cooperation from the great 
means of mass communication, press and radio, which, alas, are so 
utterly undisciplined. With their help though, public opinion 
could be won over to such an attitude, and ultimately maybe 
even our lawmakers. This is not suggesting that we underrate 
the cold war and its great dangers. Rather, it is asking whether 
there is enough self-restraint in our kind of democracy for an- 
other, subtler technique. If we can apply it, we will have a 
further advantage. For if it be true that there are no experts on 
Russia, but only people more or less ignorant about her, we 
are safer if we take the inspiration for our actions from our own 
best traditions, and not make them just reactions to the Soviets. 
Last but not least: only thus can we fully apply that element of 
idealism which is an essential part of American foreign policy, 
and no mean source of its strength. 
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The globe is not yet so completely integrated politically and 
socially that class conflicts and economic tensions present the 
same problems everywhere. Nor is it synchronized to such an 
extent that history is evolving on the same level, or relative to 
corresponding periods, in all parts of the world. We can find a 
better perspective and gain a new sense of proportion if we re- 
member this while realizing the rapid advance of world integra- 
tion. It is precisely in the spheres outside the magnetic field of 
the superpowers, or in the areas not yet reached by the impact of 
the communist revolution, that the concept of the cold war is 
insufficient, if not outright pernicious. 

If one were to characterize our age not in terms of our state of 
mind, which truly is anxiety, but in terms of our mental position, 
one would say that we are in a dilemma on almost every public 
issue. Now a dilemma, according to Webster, is ‘“‘a choice, or a 
situation involving choice, between equally unsatisfactory alter- 
natives.” “Quandary” is a synonym. A more colloquial word for 
it is “fix.’’ The last best expresses the dangerous implications of 
the situation. With most choices equally unsatisfactory, obvi- 
ously one does not want to make any. One gets mentally par- 
alyzed and emotionally frustrated. Therefore, the real way out 
of the dilemma is not to force oneself to make the distasteful de- 
cision but to try to meet the problem outside of its obvious alter- 
natives. There is no more reason for us to be caught by the horns 
of our dilemma than for the bullfighter to get gored. But to 
transcend such a situation needs more effort than to become its 
victim. The real problem of the cold war is whether we have the 
strength to do more than fight it, and to do this “more ’ 
simultaneously. 

On cannot put too much emphasis on any third possibility 
beyond war or appeasement. In the realm of international re- 
lations this third possibility is represented by what may be called 
a third force. It would consist of those countries which can regain 
a certain independence from the superpowers. There is of course 
always a risk involved in permitting free agents to act on a scene 
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so fraught with danger that one wants to control every step and 
move. But it is the kind of risk a democracy can take. Instead of 
seeking allies and thereby exposing ourselves to the misinterpre- 
tations and reproaches which will be provoked regardless of our 
choice, we should try to assure as many governments as possible 
of as much freedom of action as we can. It makes a difference 
whether we force others to be on our side, or really help them 
to be themselves according to whatever happen to be their prefer- 
ences within the strictly limited possibilities of their situation. 
Granted that even then freedom for Spain or Yugoslavia will be 
judged differently from freedom for Great Britain or Italy. One 
still does not have to be quite as squeamish about whom one 
lets have his own way as whom one makes an ally. 

It is one thing to coordinate our policies and make them consis- 
tent, and another to subordinate all of them to the Soviet issue. 
The Marshall Plan and the Point Four program have merits 
beyond their origin in the Truman Doctrine. Clearly, as the 
Truman Doctrine becomes inapplicable, as it did in China, our 
role in the world must grow into more than what Stalin assigns 
to us, namely, to become the center of the capitalist world. There 
is room for a constructive policy of help to others primarily for 
their own sake. 

This policy is somewhat hidden both by our pressure on the 
recipients of Marshall Plan aid and by the effects of the Atlantic 
Pact. At this juncture it has to be reformulated and enlarged 
into a conscious effort to recreate a political landscape between 
the two peaks of power, which at present are connected mainly 
by the fog of animosity and sometimes ignorance. The United 
States cannot now afford to insist on its type of democracy every- 
where. Its main contributions today are not free enterprise and 
majority rule, but equality of opportunity and protection of 
minorities. On this basis we can support any country which is 
willing and capabie of acting on its own—even at the risk that 
one day it might not act in conformity with our wishes. 
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id This risk does not seem as great as some people think. The 
of unattached figures on the international stage may well become our 
e- supporting cast, but they certainly are of no use to the Soviets, for 
Ir the simple reason that communism does not have the capacity 
le to work with independent, let alone dissident, elements. Its 
e record now is one of enforced uniformity—so complete and con- 
n vincing as to make it safe to assume that a country kept out of 
r- the Soviet orbit is a country potentially on our side, whatever 
i. its particular attitudes and ambitions at present. 
e If we are capable of conceiving of a political program in this 
e sense—not as a weapon in the cold war, not as an instrument of 








free enterprise, not as a democratic mission, but as a venture 
in adding new variety and diversity to a world becoming uni- 
form, dreary, and inflexible—then it can be the beginning of a 
truly restorative process. It will fit into the political endeavors 
which we are now undertaking in order to make it possible for 
people to help themselves without becoming dependent. But it 
will have to be on a far larger scale than is now considered—and 
here logic crashes head on into political practicability. Thus far 
the enthusiasm for aid abroad is, at best, proportionate to Amer- 
ican fear of communism. How can one play down, or at least 
studiedly overlook the Soviet threat, and at the same time 
strengthen the anticommunist front? Let me repeat that the only 
way out of a dilemma is to surmount two difficulties at the same 
time, by a supreme effort of will and imagination. If this cannot 
be achieved, then the only other answer is to choose what now 
appears to be the lesser evil—for instance, rearming the Germans 
in order to keep off the Russians, or cutting down foreign aid in 
order to adjust military expenditures. Unfortunately, such lesser 
evils may easily grow into the major ones. 

Even within the limits imposed by the laziness of many minds, 
however, it is possible gradually to rebuild third powers who 
ultimately may be able to choose, not under pressure, but freely. 
If a tolerant and understanding attitude reduces the resentment 
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against the superpower of the United States, this choice will be 
against communism, the more assuredly the freer it is. We can 
still hold the cold war front, or preferably turn the cold shoulder, 
while working for peace outside those areas which now monopo- 
lize our attention. We can transcend the cold war if we transcend 
ourselves sufficiently to realize that the world consists of more than 
what we claim to be its halves. We do not have to accept the 
totalitarian technique of making everybody and everything black 
or white, or of presenting just two mutually exclusive alternative 
solutions to every problem. Freedom originates from and grows 
in differentiation. Only as we contribute to such diversity, can 
we rid ourselves of the mesmerizing influence of the two-worlds 
concept. Only then can we build the front of freedom which is 
the firmest of all. 
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EMPLOYMENT POLICY IN A 
DIVIDED WORLD“ 


BY JOHN MAURICE CLARK 


= Two economic worlds into which the earth is divided— 
communist and noncommunist—could get on with one another, 
if each were prepared to accept the other’s indefinitely continued 
existence, and to take the consequences and in good faith make 
the adjustments which that acceptance carries with it. On the 
same terms, the two social-political worlds could get on with one 
another. Granted these nonexistent conditions, our differences 
would not need to spell irreconcilable conflict. But as matters 
now stand, it is undoubtedly true that a reduction of the purely 
economic differences which distinguish one world from the other 
affords no prospect of reducing mutual hostility. ‘Thus the con- 
clusion seems clear: the one hope of avoiding conflict is to make 
the free world too strong to be conquered by force and too firmly 
knit to be shattered by internal disintegration, however persistently 
fifth-column elements may try to foment it. 

Such a goal calls for strengthening our internal weak points. 
And perhaps the chief one of these—still in the economic dimen- 
sion—is our liability to attacks of recession and unemployment. 
The following remarks will concentrate on this problem, with 
special reference to the way in which it may be affected by the 
divided and hostile state of the world. 

There are of course widely different kinds and causes of unem- 
ployment—as Italy, Germany, and Belgium could undoubtedly 
bear witness. I have primarily in mind the kind in which the 

* Epitors’ Note—This paper is based on Dr. Clark’s discussion of Dr. Eduard 
Heimann’s paper, “Two Economic Worlds,” presented at the symposium, “One 


Globe—Two Worlds,” held in honor of Alvin Johnson on January 21, 1950, at 
the New School for Social Research. 
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two economic worlds are most characteristically different. ‘To 
put it in greatly oversimplified terms, there is the communist 
world where effective demand for goods is limited by production; 
and the noncommunist world where production is often and for 
considerable periods limited by effective demand. More specifi- 
cally, productive power sets the universal and inescapable limit. 
Industrially advanced countries, whose economies contain large 
elements of private enterprise, have been able to push back this 
limit and expand their production in spectacular fashion, but 
are often checked, short of that limit, by certain factors of which 
the proximate manifestation is insufficient effective demand. For 
our present purpose, this is the key problem. 

It is Soviet dogma that freedom from unemployment is inherent 
in their system; and that intensified crises, leading to ultimate 
collapse, are inherent in our own. It has been suggested that 
the difference is not so simple and inherent as the Soviets repre- 
sent it, but may arise partly from the temporary features of their 
great drive to industrialize. This is coupled, of course, with 
tremendous expenditure on armaments. The two programs 
together absorb so much that consumers are left scrambling for the 
limited supplies available to them, thus assuring that total 
demand will press against the limits of production. While there 
exists an unconquered western world, it is unlikely that Soviet 
Russia will lack uses for all the productive power she can muster, 
and she is therefore unlikely to be troubled by unemployment 
due to overproduction or lack of sufficient effective demand. 

It is extremely interesting to speculate whether, and how far, 
the factors that give rise to cyclical fluctuations in a capitalist 
economy would operate in a collectivistic one, that is, a demo- 
cratic collectivism, not dominated by either a drive for indus- 
trialization at maximum pace, or outlays on arms and armies. 
It is hard to imagine that there would not be some irregularities 
in investment outlays, as a result of great projects that were 
started, gained momentum, and came to an end or tapered off. 
Whether this would have cumulative results would depend 
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largely on whether a dip in investment outlays would lead to a 
corresponding dip in wage disbursements, and thus to a dip in 
consumer outlays. And the character of the answer would depend 
largely on whether the system left the workers a good deal of 
freedom in choosing between available job opportunities, as a 
democratic socialistic system would naturally try to do. 

In that case, there would be workers out of work, deciding what 
other job to take; in the meantime, their incomes would neces- 
sarily shrink substantially, for if they were paid as much for not 
working as for working, too many of them would try to see to 
it that their efforts to find new jobs were unsuccessful. A system 
that orders workers to their jobs would avoid this difficulty. One 
that leaves them free, and still wants to avoid completely the 
cumulative secondary effects of a shrinkage in consumer buying, 
would have to manage to keep total consumer income from shrink- 
ing, even if the income of the unemployed should shrink. 

This means that, in one way or another, incomes of others 
would have to increase, for no reason of their own deserving, but 
merely in order that the state should be able to distribute to 
someone the amount by which the income of the unemployed has 
decreased. The most rational way of doing this would be open 
only to a state in which part of everyone’s income comes as a 
“social dividend,” regardless of work done, and the rest is paid 
for work. Then if the total distribution of work-income should 
shrink, the general rate of “social dividend” could be raised 
enough to offset the shrinkage. 

The same dilemma would be encountered by a system of 
private enterprise or a mixed system, if either undertook to pre- 
vent the cumulative effects of downward fluctuations in investment 
by seeing to it that total disposable consumer income did not 
fluctuate downward. And one must admit that the collectivistic 
system would be in a distinctly better position to handle this 
difficulty. It would not resolve itself automatically even under 
collectivism, but if the collectivist planning envisioned the nature 
of the problem, as it should be able to do, it should also be able 
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to devise effective countermeasures that would not demand super- 
human administrative capacity. But if there seems to be an 
enduring difference in favor of a collectivistic system, in respect 
to this problem,’ it is a difference of degree of difficulty, not the 
difference between an inevitable drive to catastrophe, on the one 
hand, and no problem at all, on the other. 

In similar vein, it is tempting to digress on the difference 
between the two systems in terms of incentives. The fact that 
both systems use both positive and negative incentives—that is, 
penalties—could be the text for an interesting line of speculation 
on the real character of the enormous difference that surely 
exists. There are material and imponderable incentives of both 
sorts. Which are most constantly used and which held in reserve? 
Which are applied to the many and which to the few? What 
kinds of incentives are used to stimulate what kinds of action— 
economic or political? And, whichever the area, is it conformity, 
or increased performance of a routine nature, or true pioneering 
that is sought? How are deserts determined; by what process is 
the record judged? How may penalties be avoided? In quantita- 
tive terms, how are rewards and penalties distributed—in par- 
ticular, how great is inequality of real incomes and what kinds 
of activities draw the prizes and the blanks? 

There are many such questions; and the answers, if they could 
be had, would undoubtedly reveal both similarities and por- 
tentous differences. We have already seen that, from the stand- 
point of susceptibility to economic fluctuations, there is a crucial 
difference between systems that stand ready to be ruthlessly 
hard-boiled in compelling people to work at whatever jobs are 


1 Professor Gottfried Haberler reached a similar conclusion with regard to a 
variant of this problem in a paper entitled, “Business Cycles in a Planned Economy,” 
presented at the Universities-National Bureau Conference on Business Cycle 
Research on November 27, 1949, in New York. Comparing the American system 
with a mixed but “planned” economy, he concluded, in effect, that the planned 
systera would make worse mistakes in its planning, and nevertheless would secure 
greater stability, because, after its plans had gone awry, it would take prompter, 
bolder, and more adequate remedial and compensatory measures. He noted, 
however, that it would probably pay a price in reduced progressive efficiency. 
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available, and systems that leave real latitude in that matter, and 
rely mainly on differential-income incentives in a setting of ade- 
quate demand. Systems of the latter sort, whatever their dif- 
ferences, all have something in common in the conditions ‘govern- 
ing employment. 

To return, then, to the question of protection against unem- 
ployment. This has not only become a primary concern of 
national governments on their own account, but also of the 
standing international organizations: the United Nations, and 
affiliated bodies, notably, of course, the International Labor Or- 
ganization. “Full employment” is embodied in Sections 55 and 
56 of the United Nations Charter, thus winning an assured place 
on the United Nations agenda, backed by the pledges of the 
several member nations to take action to promote it, each in its 
own way, as one among a number of key objectives. Our own 
Employment Act of 1946, setting up the President’s Council of 
Economic Advisers, represents our action in fulfillment of this 
pledge, though presumably it was primarily an expression of our 
own national policy. 

The United Nations is not interested merely in promoting a 
simultaneous attack on a problem affecting each of its single 
members separately. The transmission of economic disturbances 
from country to country makes this an international problem. 
Any major country that has cycles and depressions becomes an 
international nuisance to other countries with which it has trade 
relations, chiefly because, when it has a recession, it buys less of 
the other countries’ goods, and so exports its recession to them. 
Ultimately the effect may boomerang, for if other countries can- 
not sell normal amounts of their goods to the country where 
the recession originates, they cannot long continue to buy normal 
amounts from it, unless by special arrangement such as the Mar- 
shall Plan. It is such relationships that give most countries an 
interest in one another’s state of economic activity. 

Furthermore, the Havana Conference and the ITO Chapter have 
borne fresh witness that the freeing of international trade from 
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crippling restrictions can be achieved only if the individual 
countries find adequate domestic means of protection against 
unemployment, so that they will not feel compelled to use restric- 
tions of international trade either to export their own unemploy- 
ment to other countries or to defend themselves against such 
efforts by other countries, or to resist the transmitted effects of 
other countries’ depressions. At present, another integral part 
of this complex of problems is the persistent deficit of many 
countries in their international exchanges, which threatens their 
dollar balances. If they undertake domestic full employment 
policies, without the shelter of protective trade restrictions, the 
threat may be intensified by an increase in their iimport balances. 
Thus all these problems are bound together and have inter- 
national significance. 

The latest move of the United Nations on the employment front 
consists of a report by a committee of five economists, including 
the present writer, who were given an especially rigorous mandate 
to report on “measures required to achieve full employment.” 2 
In effect, the committee was thus directed not to stop with 
halfway measures, and it took this mandate seriously. The report, 
which is now under consideration, furnishes a core of definite 
proposals on which further study and debate may focus; action, 
of course, rests with the responsible governments and agencies. 

It is important to note that the move for sustaining employ- 
ment is a western world undertaking, especially with reference to 
this most recent step. It was fortuitous that representatives of the 
Soviet bloc were absent from the Economic and Employment 
Commission when it discussed the report of the five-man com- 
mittee—they had walked out over the China issue. But it was 
not fortuitous that invitations extended to members of Iron 
Curtain countries to join in the work of the committee were not 
accepted. This might be construed merely in the light of the 
Soviet claim that, for them, the problem does not exist; they 


2 United Nations, Department of Economic Affairs, National and International 
Measures for Full Employment (December 1949). 
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already have stable full employment, and noncommunist countries 
cannot hope to achieve it. But there is a more positive cleavage 
than that. To an extent impossible to appraise, the outcome of 
the contest between the two worlds hinges on the ability of the 
free world to make a record on this front that will stand com- 
parison with that of communist countries, and to secure whatever 
international cooperation may be necessary on a voluntary basis 
rather than by compulsion. 

Assuming that the Soviets are waiting for the expected col- 
lapse of capitalism, and are using the United Nations merely for 
whatever interim purposes it may serve, one could hardly expect 
them to cooperate in an enterprise aimed at averting this expected 
collapse. In fact, in the light of the record, it is only natural to 
expect that they would not confine themselves to passive non- 
cooperation and patient waiting for the collapse, but would 
actively promote it, working against, rather than for, any western 
attempt to assure a high level of employment. If the effort 
sponsored by the United Nations should succeed in giving the 
western world adequate and dependable safeguards against the 
expected fatal crisis of capitalism, it would not only be a body 
blow to current Soviet propaganda; it would undermine one of 
the main tenets of their basic ideology. 

How much harm can passive noncooperation on the part of 
the Iron Curtain countries do? It can undoubtedly impede the 
general restoration of a productive and well-integrated working 
economy in Europe, and thus delay or obstruct restoration of 
employment, where the economically normal avenues of inter- 
course have been cut off, or where restricted areas have been 
crowded with displaced persons. But while these matters are 
serious enough, they are special problems due to special causes. 
If there is an inherent tendency to cycles in the American brand 
of capitalism, our efforts to counteract it will probably not gain 
or lose much from mere aloofness on the part of the Iron Curtain 
countries. The real question would seem to be how much harm 
these countries could do if they engaged in positive efforts at 
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sabotage. In that case, how might they go to work, and how much 
might they accomplish? 

In the first place, they might use pressures of various sorts to 
induce us to make wrong policy decisions, or to be ineffectual in 
acting on our policies. This could be done by their acknowledged 
representatives in the United Nations, or by secret collaborators, 
infiltrating wherever possible. But in what directions could their 
influence be most effectively employed? They might needle us 
into accepting an impossibly high standard of full employment 
as an objective; and make propaganda if we either refuse to 
adopt it, or, having adopted it, fail to maintain it. Such needling 
within the United Nations should be comparatively easy to resist; 
the more effective method of sabotage would be to build up 
domestic political pressures, utilizing any groups into which they 
could infiltrate sufficiently. We should need to be wary enough 
to detect such tactics, and tough enough to resist them. 

By similar methods the Russians might also needle us into using 
more drastic methods of promoting sustained employment than 
are consistent with the successful operation of a system which 
depends as heavily on private enterprise as ours does. Since no 
one knows what the system’s limits of tolerance actually are, 
such tactics involve about equal uncertainty for both sides: 
those who want to keep within the limits of tolerance and those 
who want to exceed them. There may be some danger of going 
farther than we intend, if we look only one step ahead, then find 
that this step necessitates another, and that still another, and so 
on. From the Soviet standpoint, however, the chief weakness of 
such methods is that they are more likely to tend to gradual 
change, moving in a social-democratic direction, than to the kind 
of chaotic breakdown in which Soviet fifth columns find their 
opportunity. 

On the whole, the danger seems more likely to lie in the 
other direction: in our doing too little rather than too much. It 
might be cleverer strategy for Soviet collaborators to cultivate the 
kind of confusion of issues and interests that would paralyze our 
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collective will on this question, and act as a barrier to any kind 
of effective action. This attitude hardly needs cultivating; it 
flourishes spontaneously, and is especially easy to foster where 
questions of international interests arise. But we shall be in the 
best position to deal with it if we do not allow ourselves to drift 
into a mood in which we suspect normal domestic disagree- 
ments of being the work of sinister alien influences. That mood 
would be a worse danger than any actual alien influences of the 
sort are likely to be. 

More tangible damage might be done through the medium of 
international trade, were other countries to reduce their pur- 
chases from us, or dump competitive goods in our markets during 
a period of recession, thereby intensifying our economic problems. 
It is only realistic to assume that the Soviets would be Machia- 
vellian enough to try such strategy; but if they did, there would 
still remain considerable doubt whether they would be skillful 
enough to pull it off successfully, and whether their economic 
planning would be sufficiently flexible to make the necessary 
changes of front on short notice. Their own needs for particular 
products would be likely to get in the way. To sum up, it is 
only common sense to expect that the cold war includes a will 
on the part of the Soviets to defeat western efforts to sustain 
employment; but the more obvious methods—those that come 
first to mind—do not appear likely to be decisive. We ought to 
be able to survive them, if our own performance is good enough. 
The main difficulties are those inherent in the undertaking itself. 

We face a tapering-off of our domestic postwar boom and a 
reduction of our postwar export surplus. As Marshall Plan aid 
is reduced, foreign countries are being placed under pressure to 
increase their dollar-earning exports, and we are being exhorted 
to accept an increased volume of imports. Our capacity for 
expansion needs to be large enough to offset all these elements 
making for shrinkage in the total effective demand for our prod- 
ucts. Otherwise, we are in for a recession, of which the contrac- 
tion of 1949 afforded a mild foretaste. Even this served to 
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increase the already serious difficulties of other countries; and the 
prospect of a heavier and more sustained American recession is one 
on which they look with real anxiety. 

To meet this prospect, we have certain “built-in” stabilizers, 
capable of mitigating a recession. We may therefore feel con- 
fident that future fluctuations will be milder than the most 
severe ones of the past. On the positive side, some attention has 
been paid to having ready a “shelf” of public works, but one 
could not say that a flexible program has been implemented. 
There has been some consideration of the adjustment of taxes in 
the light of their impact on business activity, but prevailing 
policy looks to stability of tax rates rather than cyclical flexibility. 
As to price-wage-income adjustments, while we attach great 
importance to them, we have stopped far short of providing 
blueprints defining a desirable policy, or of estimating how much 
such a policy could accomplish. Perhaps the most hopeful sign 
is the project to enlist the staffs of the major organized interest 
groups for joint studies, preliminary to conferences, in order to 
create an atmosphere that would make the conferences more con- 
structively fruitful.* 

These things all represent progress, but not adequate prepara- 
tion for countering a substantial recession in the near future 
promptly and effectively enough to meet the international chal- 
lenge involved, and to relieve the other western countries of their 
fear of this contingency. They should not count on the impossible 
from us; and it is to be hoped that they exaggerate the danger 
they run from an American recession. But the international 
impact is real, and if our policy is to measure up to the inter- 
national need, it will have to provide for speedier and more 
decisive action than is now in prospect. 

The task is many-sided. First, we must sustain demand for 
domestic products from domestic sources, rather than rely on 


8 The Economic Report of the President, Transmitted to Congress, January 6, 
1950, and Council of Economic Advisers, Annual Economic Review (January 1950) 
p- 101; Council of Economic Advisers, Annual Report to the President (December 


1949) P- 37- 
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trade restrictions to maintain an export surplus. Second, this 
must be done without leading to a harmful degree of inflation. 
Third, measures must be devised to cushion the international 
impact of such fluctuations as are bound to remain. This impact 
includes the effect on our demand for foreign products, on our 
investments abroad, and on the maintenance of other countries’ 
dollar balances. If other countries have an interest in our con- 
tinued prosperity, we have an equal interest in theirs. Greater 
freedom of international trade is only one major objective that 
appears to wait on success in meeting this interwoven network of 
problems. 

If our performance is unsatisfactory, the consequences can be 
more disturbing for other western countries than for us. The 
cloud should, however, have one silver lining; the danger of 
outright war would be deferred. Russia could afford to go on 
waiting hopefully for our ultimate collapse. And we should be 
challenged to try bolder experiments, searching earnestly for 
measures both effective and consistent with the necessities of a 
free system, meanwhile striving mightily to induce various interest 
groups to accept the necessity of such experimenting, and to 
respond to it constructively, rather than with distrust and with- 
drawal. 

If we should succeed, and if the Soviet dogma of our inevitable 
collapse should be deferred too long to remain credible in its full 
force, even to the custodians of a strongly entrenched orthodoxy, 
what adjustment will they make? It is an interesting speculation. 
At best the aitrition of this dogma would take a long time, during 
which many other things could happen. Perhaps the one thing 
most nearly sure is that, if and when the Soviets make this adjust- 
ment, we shall not be consulted. 





AGRICULTURAL DEVELOPMENT IN 
TROPICAL AFRICA* 


BY FRED H. KLOPSTOCK 


Background 


iy RECENT discussions of President Truman’s Point Four program 
and the wider ramifications of world economic development, 
economists have shown relatively little interest in agricultural, as 
distinguished from industrial, development. To be sure, the 
analysis of income, consumption, and balance of payment effects 
resulting from the introduction of industrial processes to back- 
ward areas is singularly rewarding, and thus attractive, to econo- 
mists. Yet, many regions are entirely unfitted for large-scale indus- 
trial production. The prospects for development in these areas, 
if examined realistically, lie primarily in reshaping their agri- 
culture by wedding it to modern technology, especially output- 
increasing and soil-saving techniques. This is particularly true 
of tropical Africa, one of the few remaining parts of the world 
that still contain sizable human resources which have never been 
tapped in the interest of the overall economy. Africa, according 
to the authoritative voice of the British government’s Colonial 
Development Corporation, provides the “most promising field for 
large-scale development.’’? It offers tremendous scope for a 
substantial increase in the per capita production of both locally- 
consumed food and exportable surpluses. 

The integration of African resources into the rest of the world 
economy is a task that becomes steadily more urgent with the 
spectacular population growth in the greater part of the conti- 


* Epirors’ NorE—As is customary in the case of Social Research articles, this 
paper represents the personal opinions of the author, and does not necessarily 
reflect the views of the institution with which he is associated. 

1 Colonial Development Corporation, Reports and Accounts for 1948 (London 
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nent.? During the past twenty to thirty years, the ratio of food 
supply to population in important sections of tropical Africa has 
experienced a rapid decline and further swift deterioration is antic- 
ipated. This rather sudden change in the relation of population 
to food supply is perhaps the dominant force operating in this 
part of the world. The end of tribal warfare, which was a con- 
comitant of European colonization, improved nutrition, and at 
least in some areas, more adequate health services, removed the 
natural checks on population growth. 

The decline in mortality rates would give little cause for 
anxiety had it been accompanied by far-reaching changes in culti- 
vation methods. African agriculture has always been charac- 
terized by the wasteful practice known as shifting cultivation. 
Land covered with high forest growth or bush was cleared and 
used for food farms; then, after a few crops, it was permitted to 
revert to grass, bush, or forest before being cropped again.* So 
long as there was ample land available, this method was ideally 
suited to the needs of the African natives, but now that the popu- 
lation has risen sharply, the periods of recuperation between suc- 
cessive crops have been shortened and the fertility of the soil is 
therefore declining. With increased population pressure on the 
available land, this process has been accompanied by the destruc- 
tion of forest growth and, among cattle-raising natives, by over- 
stocking and overgrazing.* Largely as a result of these practices, 
in important areas of tropical Africa soil erosion now threatens 
the economic existence of a large number of natives,’ especially in 
the overpopulated areas around Lake Victoria and in Ruanda- 
Urundi, where famine conditions are becoming increasingly 
prevalent. 

A sharp conflict between traditional farming methods and the 


2See Frank Debenham, Report on the Water Resources of the Bechuanaland 
Protectorate . . ., Colonial Research Publications, no. 2 (London 1948) p. 8. 

3 E. B. Worthington, Science in Africa (London 1938) p. 123. 

4T. R. Batten, Problems of African Development (London 1947) p. 91. 

5G. V. Jacks, Vanishing Lands (New York 1939) p. 259; Jean Paul Harroy, 
Afrique, terre qui meurt (Brussels 1944). 
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demands of national and international economic welfare is in 
the making in Africa. And yet, while important parts of the 
continent are suffering from, or verging on, severe food shortages, 
there are large uninhabited areas, now waterless and tsetse-infested, 
that could be opened up by modern methods of mobilizing water 
resources, with beneficial effects on the population-food supply 
ratio. 

Quite apart from the pressing need to increase the food 
supply for the indigenous population, other countries, particu- 
larly in western Europe, could well use the agricultural produce 
that Africa is in a position to supply. This is particularly 
true of vegetable oils of which there is now a great shortage in 
Europe, owing to increased consumption in other producing 
areas, the destruction of livestock, and the devastation and neg- 
lect of the main producing areas in Indonesia. Perhaps not 
least in importance is another consideration that favors the 
reshaping and development of African agricultural resources— 
the need for the metropolitan powers to open up new markets. 
Many millions of Africans that have remained outside the modern 
economy must in the interest of a healthy world economy, as well 
as in their own interest, be induced to change their farming 
practices and become associated with the world market as both 
producers and consumers. 

The large-scale development of African resources presupposes. 
a very substantial influx of capital and calls for readjustments in 
the production structure to facilitate this influx. The thesis. 
underlying this paper is that the prevailing production structure, 
which is characterized by uncapitalized farming by natives, either 
exclusively or side by side with plantations, is not suited to absorb- 
ing a major capital influx and can no longer be relied upon to 
meet the rapidly increasing food requirements of the native 
population or to expand exportable surpluses. In order to halt 
the degeneration of agricultural resources in the tropics, to 
integrate the African native into the world economy, and to raise 
his standard of living, the innovations of modern agricultural 
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technology and especially the fruits of ecological research must 
be speedily brought into play. The time appears to have come 
for evolving capital-intensive systems of agriculture in Africa 
that can quickly absorb the great technological advances of the 
last twenty years. This would call for an organizational structure 
permitting drastic social intervention to secure maximum eff- 
ciency in the use of capital, land, and labor, and making possible 
the flow of foreign capital into the area for the purpose of 
mechanizing agricultural operations. Taking into account the 
innate opposition of natives in some parts of Africa to working on 
plantations owned by white settlers or foreign investors, alterna- 
tive forms of large-scale economic organization must be developed 
to combine African labor, and external capital and management, 
as well as governmental supervision, for the benefit of both the 
indigenous population and the metropolitan powers. 

This thesis, though widely supported by expert observers,® is by 
no means universally accepted. Among professional economists, 
Professor W. Arthur Lewis of Manchester University, in a speech 
last year before the Manchester Statistical Society? and in a much 
discussed article on colonial development,* has expressed the 
view that there is no future to the extension of highly mechanized 
plantations whether owned by private interests or public corpora- 
tions. Professor Lewis advocates instead making the individual 
peasant proprietor the spearhead of agricultural progress in back- 
ward areas; he proposes, moreover, the investment of large 
amounts of money in native agriculture. True enough, he recog- 
nizes that peasant production has led to uncontrolled deforesta- 
tion, exhaustion of soils, and spread of plant disease, and he too 
looks forward to careful control of native agriculture, preferably 


6 See, for example, Report of the West African Oilseeds Mission, Colonial Report 
no. 224 (London 1948) p. 6; Debenham, op. cit., p. 7; Jacks, op. cit., p. 277; Peter 
Penn, “Agriculture: Basic Factors in African Development,” in Crown Colonist 
(September 1946); Cmd. 7030, A Plan for the Mechanized Production of Groundnuts 
in East and Central Africa (London 1947) p. 7. 

7 Financial Times, January 13, 1949. 

8 Lewis, “Developing Colonial Agriculture,” in Three Banks Review, no. 2 


(June 1949). 
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through an organizational system in which the governmental au- 
thorities retain a large measure of supervision over native-owned 
farms. But he believes that if a major effort is made toward im- 
proving native cultivation by agricultural extension work, it is 
entirely safe to promote in the tropics a system of agricultural 
production which would rely primarily on native peasant 
enterprise. 


Development through Small-Scale Native Holdings: 
The Case of the Cocoa Industry 


Professor Lewis’ faith in the receptiveness of the African farming 
community to outside advice is hardly borne out by experience. 
Agricultural extension work in the African tropics, despite pro- 
digious efforts on the part of some of the colonial powers, has 
been attended by few successes and many outstanding failures. 
With rare exceptions, native farmers, dominated as they are 
by irrational prejudices and by suspicion of the white man’s 
motives, have shown little inclination to adopt even those farming 
techniques whose benefits have been demonstrated to them. In 
general, it is safe to say that throughout tropical Africa there is 
widespread indifference toward educational exhortations that 
originate in the colonial services of the metropolitan powers. 
Rising nationalism has made matters worse. Moreover, the pre- 
vailing systems of land tenure, based on indigenous customs, 
operate to kill any incentive for maintaining the fertility of the 
soil. 

Perhaps the most striking demonstration of native obstruc- 
tionism can be seen in the refusal of the farmers in the West 
African Gold Coast colony to adopt measures that would save 
the cocoa industry, the basis of their livelihood, and incidentally, 
an extremely important source of supply for United States manu- 
facturers of chocolate and chocolate products, who have relied 
mainly on the Gold Coast for their cocoa beans. In the past, 
advocates of native production in the tropics have pointed with 
good reason to the emergence of the Gold Coast cocoa industry 
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as proof of the superiority of small peasant holdings over planta- 
tions. The rapidity of expansion of the area under cocoa and the 
phenomenal increase in output during the early phases of the 
industry were truly impressive. The natives’ production costs 
were negligible, and their ability, in times of low prices, to fall 
back upon subsistence agriculture made for a measure of economic 
and social stability that was characteristically absent in plantation 
economies. But in the light of the rapid deterioration of the 
cocoa industry, the question may well be raised whether it was 
wise to leave the development of the area’s agricultural resources 
entirely to native farmers. 

Cocoa production in the Gold Coast has always been carried 
on in an exploitative fashion without any attention to draining, 
manuring, and pest control. Few farmers have been alive to the 
advantages of intensive cultivation methods. A very large num- 
ber of farms are in the temporary possession of moneylenders, 
who after foreclosure have no interest in the farm but to gather 
the crops. Under the prevailing system of shifting cultivation in 
cocoa and food farming, a considerable area of evergreen forest 
has been destroyed. Consequently, large parts of the cocoa belt 
in the older production areas of the colony suffer from exposure 
to desiccating winds and, during the rainy season, are water- 
logged. Largely for these reasons, most of the Gold Coast cocoa 
trees have entered a stage of rapidly declining vitality with low 
resistance to virus and insect attacks. 

The most important of the diseases ravaging the Gold Coast 
cocoa trees is the so-called swollen-shoot, caused by an insect- 
transmitted virus and producing a swelling of the woody tissues, 
defoliation, and finally death of the tree. The spread of this 
disease could be checked if a drastic program of cutting out the 
infected trees immediately upon the appearance of the first 


® Report and Proceedings of the Cocoa Research Conference, Colonial Report 
no. 192 (London 1945); C. Y. Shephard, Report on the Economics of Peasant 
Agriculture in the Gold Coast (Accra 1936); Report of the Commission on the 
Marketing of West African Cocoa (London 1938). 








SOCIAL RESEARCH 


174 
symptoms of the pest were determinedly carried out.” Yet, al- 
though more than 50 million trees, or one-eighth of the entire tree 
population, are now infected, the natives on whose full coopera- 
tion the eradication of the disease depends, until recently at 
least, have stubbornly opposed the cutting-down program. They 
resist partly because they prefer to continue cropping lightly 
infected trees, but mainly because of the distrust and suspicion 
with which they view measures originating in the agricultural 
department of the colony. Hostility to the campaign was actually 
a contributory cause of the disturbances on the Gold Coast in 
1948, which involved considerable looting and violence.11 The 
compulsory features of the program finally had to be suspended. 
Meanwhile the virus is spreading slowly but relentlessly through 
ever-widening areas of the Gold Coast, and has been observed in 
Nigeria and the French Ivory Coast. Asa result, the Gold Coast 
cocoa industry, which because of a phenomenal rise in prices was 
still able in 1947-48 to earn 41 million pounds sterling, is faced 
with extinction during the next decad., unless the Gold Coast 
government is able to persuade or force the natives not to resist 
the curative measures. 

The doleful experience of the Gold Coast cocoa industry in 
recent years, even under as favorable conditions as prevailed in the 
relatively prosperous cocoa belt, lends support to the view that 
native agriculture is unable to adapt itself to the requirements 
prerequisite to its survival. The same conclusion emerges when 
one examines recent developments in many other cash and sub- 
sistence crops of peasant cultivators in tropical Africa. Granted 
that native growers continue to make a major contribution to 
African export crops. On the whole, however, yields are declin- 
ing, and in some cases, especially in East Africa, continuous crop- 
ping has exhausted native-held land to such an extent that tens 


10 Report of the Commission of Enquiry into the Swollen Shoot Disease of 
Cacao in the Gold Coast, Colonial Report no. 236 (London 1948). 

11 Report of the Commission of Enquiry into the Disturbances in the Gold 
Coast, Colonial Report no. 231. (London 1948) p. 48. 
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of thousands of Africans are in need of speedy resettlement. When 
all that mattered were quick production increases for the world 
market, peasant producers in backward areas, falling back on 
unutilized labor reserves within their own families, proved their 
worth. But now that in many areas of the tropics the period of 
effortless exploitation is drawing to an end, and what counts is 
ability to improve cultivation practices, to employ mechanized 
equipment, and to apply the results of agricultural research in 
the field, indigenous peasant agriculture fails to meet the challenge 
and tends to sink into regression and permanent crisis. 


Development through Cooperative and Communal Groupings: 
The Paysannat Indigéne System in the Belgian Congo 


The disappointing performance of the African peasant as an 
agent for economic development has led to proposals for the intro- 
duction of new organizational forms, primarily along cooperative 
and communal lines. In many quarters it is felt that peasant 
producer cooperatives, tilling the land by mechanical means or 
at least with equipment superior to the hoe and so-called cutlass 
now in general use, could furnish the social framework for com- 
bining trained supervision with semi-independent farming by 
village communities of progressive natives. The Belgian Congo 
government, in particular, appears to put great faith in this 
approach as an effective means for revolutionizing native agri- 
culture.12 During the last few years, it has made a major effort 
to promote the paysannat indigéne system, a program for com- 
munal and cooperative farming involving settlement of natives on 
selected pieces of land to be cultivated in accordance with a definite 
scheme of crop rotation.’ 

The main purpose of the system is to bring shifting cultiva- 
tion to a halt by tying the natives to specific areas, parts of which 


12 See Plan décennal pour le développement économique et social du Congo 


Belge (Brussels 1949). 
18 See “L’Orientation nouvelle de l’agriculture congolaise,” in Revue coloniale 


belge, no. 83, March 15, 1949, p. 169. 
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remain fallow for definite periods, and to enable the native 
peasants to farm without destroying the soil. The system is based 
on communal tenure, the individual farmer remaining subject to 
eviction under specified conditions, but entitled to lay claim to the 
parcels which have been allotted to him so long as he is a member 
of the community. 

The rotational system and the lay-out of the farms have been 
so designed as to make it feasible to use plows and other tools on 
adjoining fields, thus facilitating cooperative use of mechanical 
equipment. In fact, several cooperatives have already been es- 
tablished by natives cultivating their crops under the new system." 
To these societies falls the task of providing the necessary equip- 
ment for cultivation and processing. If all goes well, the Congo 
government foresees a rapid expansion of this nucleus of coopera- 
tive organizations. In any case, the government, judging from re- 
cent statements, is determined to push actively its paysannat 
indigéne settlements. 

Governments of a number of other areas in tropical Africa have 
formulated plans for utilizing the cooperative and communal 
device in the reconstruction of native agriculture. In the British 
African colonies, most cooperative societies are, however, of the 
credit variety,’ and efforts to promote native growers’ societies 
have yielded few results of any significance. Yet among British 
agricultural experts there is now general agreement that there 
should be set up pilot group farms consisting of an agglomeration 
of individual peasant holdings, initially to be under the manage- 
ment of government officers, but gradually to be taken over by 
committees made up of native growers.’® In French Equatorial 
Africa, cotton and other cash crops have been grown with con- 


14 See F. van der Linden, “Les Cooperatives indigénes,” in Revue coloniale belge, 
no. 87, May 15, 1949. 

15 United Kingdom Colonial Office, The Cooperative Movement in the Colonies 
(London 1946). A notable exception in Africa is the successful coffee growers’ 
cooperative society in the Kilimanjaro area. 

16See “Human Factors in Agricultural Advancement,” in London Times, 


September 2, 1949. 
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siderable success within a communal framework resting on a vil- 
lage or district basis. Cooperatives have been widely used— 
though not always successfully—for the improvement of native 
agriculture in French West Africa..* Agricultural associations 
committed to following the technical direction of white manage- 
ment have also been promoted in the irrigated areas administered 
by the Office du Niger in the French Sudan. 

There is little doubt that the development of native agriculture 
along these lines has much to be said for it. Land need not be 
alienated, while labor recruiting, detribalization, and other dis- 
turbances of native life, which in the past have caused great dif- 
ficulties in developing African backward areas through planta- 
tions, are avoided. But whether these schemes will actually lead 
to a lasting improvement of native agriculture remains to be 
seen. It takes more than the establishment of new forms of 
organization and innovations in land tenure to break down the 
native’s attachment to traditional cultivation practices, so often 
rooted in religious and magic beliefs. For such schemes to suc- 
ceed, it would appear that relatively large numbers of European 
officials must be attached to the communities and cooperatives 
and must possess coercive powers of considerable scope to prevent 
misuse of the land, to enforce crop rotation, and to evict the 
inefficient and dissident. There also remains the problem of 
what to do with the many natives, presumably running into the 
millions, whose modest subsistence agriculture does not lend 
itself to organization along communal, not to mention coopera- 
tive, lines.'® 

It would be foolish, moreover, to expect any spectacular increase 
in agricultural wealth from development schemes based on coop- 
erative and communal cultivation. If such programs are designed 
soundly, they will grow much too slowly to make any significant 
difference. But even if they could be developed at a much faster 


17 Ministére de la France d’Outre Mer, Agence des Colonies, L’Afrique occidentale 
francaise (Paris 1946) p. 17. 
18 “Human Factors . . .” (cited above). 
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rate than it is reasonable to expect, they do not seem suited to 
become a major channel for agricultural development. The only 
way to avoid widespread starvation in Africa and to achieve really 
significant increases in the productivity of both subsistence and 
cash farming is to mechanize African agriculture extensively and 
to bring into production, with the aid of machinery and possibly 
fertilizers, marginal lands that natives have been unable to settle 
because of tsetse-fly infestation, low fertility, or the unavailability 
of water.’® But the introduction and use by African natives, even 
if organized on a cooperative or communal basis, of machinery 
for cultivation and harvesting would raise extremely complex 
issues of a managerial and financial nature that are beyond the 
ability of Africans for a long time to come. Native group farms 
are therefore unlikely to attract foreign capital for the purchase of 
the equipment necessary for mechanized cultivation and process- 
ing. 

Cooperative and collective farming can undoubtedly play an 
important part in preventing further deterioration of agricultural 
resources and in accelerating somewhat the slow process of im- 
proving native cultural practices. But this does not mean that 
peasant agriculture organized on a communal and cooperative 
basis can provide in the foreseeable future and in sufficient quan- 
tity the steadily growing food supplies needed for African con- 
sumption and the increases in export crop production that are a 
prerequisite for a significant rise in African wealth. 


Development by Public Corporations: The East African 
Peanut Project 


Nothing less than an agricultural revolution is needed in Africa 
to restore fertility to the soil that can still be saved and to make 
fertile those areas that have hitherto been considered unusable 
and uninhabitable. To organize this revolution, to finance it, 
and to push it through to a successful conclusion is the task of 


19 See Frank Samuel, “The East African Groundnut Scheme,” in African Affairs 
(July 1947); Report of the West African Oilseeds Mission (cited above). 


EE 











~meaeere Ss ww» = 8 








AGRICULTURAL DEVELOPMENT 179 


the western world, which alone has the necessary technical knowl- 
edge and financial resources. Much along these lines has already 
been achieved by European settlers who, while not immune to — 
the temptations of soil exploitation, are now aware of its dangers; 
they have introduced soil-saving techniques to their lands, are 
paying careful attention to the requisites of continuous plant 
growth, and are applying the results of modern technology to the 
cultivation and processing of export crops.” But for political 
reasons, colonial governments can hardly alienate native-owned 
land on a large scale or take other policy steps in favor of private 
plantation enterprises, even though in the interest of soil con- 
servation there is much to be said for such measures. In their 
search for alternative methods of developing backward areas, the 
metropolitan powers during the early postwar period have in- 
creasingly turned to the public corporation as their major instru- 
ment for bringing tropical agricultural areas into production. Both 
France and Britain, through governmental corporations, are now 
executing ambitious schemes aimed at relieving Europe’s shortage 
of oils and fats by large-scale mechanized production of peanuts 
and other oil-bearing plants. At Kaffrine in the French Senegal, 
the Compagnie Générale des Oleagineaux Tropicaux, owned to 
the extent of go percent by the French government, is engaged 
in developing peanut production with the aid of intensive farming 
methods and mechanical means. Thus far the work has gone 
scarcely beyond the trial stage. In British East Africa, the Over- 
seas Food Corporation established under the Overseas Resources 
Development Act of 1948 is attempting—as yet, not too success- 
fully—to prepare for production of peanuts and other oil-bearing 
plants vast waterless and sparsely inhabited tracts in Tanganyika 
and Northern Rhodesia. 

The basic idea underlying the British corporation’s under- 
taking is to bring the fruits of modern technology to backward 


20 For an excellent comparative study of the economics of plantation and peasant 
production, see I. C. Greaves, Modern Production among Backward People (London 


1936). 
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Africa and by establishing a large-scale organization for the 
scientific cultivation of food crops not only add to the supply of 
vegetable oils, but also to increase the productivity of the African 
native and to improve his health and welfare.*1_ The scheme has 
involved the importation into East Africa of large amounts of 
mechanized equipment and the employment on the spot of a 
large staff of experts in the field of agricultural technology. This 
experiment has met with intense interest in circles concerned 
with the development of backward areas. 

A detailed history of the origins and recent development of 
the East African peanut project is beyond the scope of this paper. 
It is sufficient to say that the original proposal for the mechanized 
production of peanuts was by no means the product of starry- 
eyed planners in British government departments, but of Mr. 
Frank Samuel, managing director of the United Africa Company 
Ltd., a subsidiary of the Unilever combine. Late in 1946, an 
official mission reported favorably on this proposal, and the 
British government invited the United Africa Company to act 
as managing agent during the initial stage of development until 
a government-sponsored corporation, financed with public funds, 
could be established. Since April 1948, the Overseas Food Cor- 
poration has been responsible for the execution of the scheme. 
At this early stage, it is not entirely fair, on the basis of the per- 
formance of the Overseas Food Corporation, to pass final judgment 
on the public corporation as a vehicle for the development of 
backward areas. At the same time, certain tentative conclusions 
may be drawn from the operational experience of this organiza- 
tion in East Africa. 

On the whole, the record of the project gives its sponsors little 
cause for satisfaction. Those who hoped for an early alleviation 
of the vegetable oil shortage have been sorely disappointed. A 

21 See Cmd. 7030 (cited above); Cmd. 7314, East African Groundnuts Scheme. 
Review of Progress to the End of November 1947 (London 1948); A. J. Wakefield, 
“The East and Central African Groundnut Scheme,” in Journal of the Royal 


Society of Arts, June 4, 1948; Overseas Food Corporation, Reports and Accounts 
for 1948-49 (London 1949). 
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he great deal has been accomplished under trying conditions in the 
of way of laying the foundations of the project, and considerable 
an progress is being made in many respects, but the acreage brought 
1as into cultivation is no more than a small fraction of what had been 
of promised. Quite apart from sheer bad luck, such as a severe 

a drought in 1949, the execution of the scheme has been handi- 
Lis capped by an inadequate appreciation of technical obstacles in 
ed preparing the ground for planting. The original mission that 

recommended the plan apparently failed to discover that the roots 
of of the African bush would not yield to the bulldozers that were 

T. to be imported. Subsequently, it was found that the required 
d agricultural equipment for land clearance was not available in 
y- adequate quantities. The project also suffered from a lack of 
I. coordination and leadership, administrative confusion, and delays 
Ly in preparing adequate living quarters, with the result that morale 
n was low, discontent widespread among both the technical staff 
e and the native workers, and turnover of personal correspondingly 
t high. Costly mistakes were made that would not have been 
il tolerated in a project launched by private enterprise. Because 
, of these miscalculations and also because of improvident spending 


- in order to speed land clearance, actual development expenditures 
2 exceed by 2 wide margin the budgeted costs of the scheme, 
- originally estimated at the relatively large sum of 25 million 
t pounds sterling. Many changes are now being made in the proj- 
E ect, involving primarily a shift from the production of peanuts 
5 to sunflower seed, which is also rich in edible oil. 

The mistakes of the Overseas Food Corporation and its failure 
to produce peanuts in any appreciable quantity has served to dis- 
credit the idea of large-scale capital investment in tropical agri- 
| culture, and has furnished ample arguments to those who have 
always felt that the future of backward areas development lies 
not in highly capitalized agricultural undertakings, but in ex- 
panded extension services and the providing of agricultural equip- 
ment for the native farmer.*” 


22 See Lewis, op. cit., p. 5; Economist, London, March 5, 1949. 
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To this writer such conclusions seem premature, though he 
would not deny that there has been mismanagement and extrava- 
gance in the operation of the scheme. Unfortunately, the issuance 
of overly sanguine blueprints aroused unwarranted expectations. 
The sponsors of the scheme overlooked the fact that the develop- 
ment of agricultural resources in backward areas is a time-con- 
suming process that should not be hurried. The most important 
lesson is perhaps that the operational tasks of developing a proj- 
ect of the unprecedented magnitude of the East African peanut 
scheme are beyond the capacities of a newly organized public 
corporation. There are a number of important functions that 
such a corporation can successfully perform in launching a scheme 
of this kind, especially in the interest of the metropolitan powers 
and of native labor, but the actual development work for such an 
ambitious undertaking should perhaps have been entrusted to a 
private company experienced in this field and, moreover, with a 
financial stake in the success of the project. The scheme might 
also have benefited by greater decentralization of management 
functions and by a policy of establishing native tenants on small 
farming units.” 

Some of the criticisms directed at the East African peanut proj- 
ect bring to mind the answers found for the development of the 
irrigated cotton plantations in the Gezira district of the Anglo- 
Egyptian Sudan in circumstances that are not essentially different 
from those prevailing in East Africa. When the Gezira project was 
launched twenty years ago, the Anglo-Sudan government came to 
the conclusion that it was not equipped to handle the task of 
development and management of the scheme. It therefore decided 
to entrust the control of cultivation and the marketing of the 
crop to the Sudan Plantation Syndicate, a private company with 
experience in economic development. Under an agreement con- 
cluded in 1929, the Syndicate undertook to clear, level, and 
plough the irrigated land, to assign tenancy contracts, supervise 


23 See the criticisms by Lord De La Warr in London Times, June 17, 1948, 
and by H. Martin Leake in Crown Colonist (May 1948). 
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1€ the native farmers, and market the crop. Its compensation was 
a- to consist of a certain share of the net profits, an arrangement 
€ that provided the necessary incentive. The Anglo-Sudan gov- 
s. ernment for its own part provided the capital for the irrigation 
2- works and the research organization.”* 

1- The Sudan Plantation Syndicate, with the aid of a large Euro- 
it pean technical and supervisory staff, has succeeded in placing 
j- cotton production on a sound foundation, with great benefit to 
it the native cultivators and the Lancashire cotton industry. Now 


that the system is well established, the tripartite partnership is 
being dissolved, with the government taking over the functions 
thus far performed by the Syndicate. There is little doubt that 
the sponsors of the peanut project and of other development 
schemes could learn a great deal from this successful example 
of agricultural development based on cooperation between govern- 
ment, private enterprise, and the native population. 

The future of the public corporation as a vehicle for large- 
scale economic development, whether operating in conjunction 
with private companies or not, will depend to no little extent on 
the availability of labor. As pointed out before, in some circles 
it is argued that plantations, irrespective of whether they are owned 
by public corporations, white settlers, or foreign investors, will not 
be able to attract an adequate labor force. There are other ob- 
servers who feel that the public character of government-owned 
corporations and their ability to make employment conditions 
attractive may overcome the aversion of natives to employment 
on plantations. It is extremely difficult to assess these arguments 
with any precision. ‘The Overseas Food Corporation is still too 
young for its own experience in East Africa to be a test. It is 
true, however, that in Tanganyika there has been considerable 
competition between the sisal estates and the peanut project, 
though the latter had no difficulty in recruiting African labor. 
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24See V. Liversage, Land Tenure in the Colonies (London 1945) p. 1373; 
Malcolm Hailey, An African Survey (Oxford 1938) p. 1404; Alan Pim, Colonial 
Agricultural Production (London 1947) p. 122. 
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Labor shortages have certainly been a limiting factor in the 
development of the plantation industry of the Belgian Congo and 
government-sponsored development schemes in French West 
Africa. 

Yet it would seem that except in the sparsely populated areas of 
Africa and where opposition to work on plantations is deeply 
ingrained, the labor supply is not a major obstacle to operation 
of highly mechanized plantation projects with their relatively 
low manpower needs. Africa, like other underdeveloped areas, 
has large hidden labor reserves.2*> While there is little unem- 
ployment of the variety common in industrialized nations, there 
is a great deal of underemployment and waste, particularly in 
domestic service and various unproductive types of labor. More- 
over, the existing native reserves are pressing men out into the 
employment market.*® And as the population density increases 
and food shortages become more severe, the incentive to seek 
cash earnings with which to acquire imported food is becoming 
stronger in the African community. A gradually growing sense 
of the value of money is emerging even in the most backward 
areas of Africa, and as the native becomes more alive to the attrac- 
tions of imported goods, he should lose his distaste for wage- 
earning employment. The large migrations of African labor from 
faraway districts to Uganda, to the copper and gold mines of 
Rhodesia and the Rand, to the East African peanut area and the 
cocoa farms of the Gold Coast are indicative of these pressures. 

African labor is notoriously inefficient, partly as a result of 
malnutrition and debilitating disease, and partly because of low 
wages and the absence of incentives. Much of the labor is 
migratory, thereby inviting exploitative practices by the employer.”’ 


25 P. N. Rosenstein-Rodan, “The International Development of Economically 
Backward Areas,” in International Affairs, vol. 20, no. 2 (April 1944); A. R. Prest, 
War Economics of Primary Producing Countries (Cambridge 1948) p. 284. 

26 C. H. Northcott, ed., African Labor Efficiency Survey, Colonial Research Publi- 
cations, no. 3 (London 1949). 

27 G. St. §. Orde-Browne, Labor Conditions in East Africa, Colonial Report no. 


193 (London 1946) p. 5. 
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Public corporations, providing the native with a healthy economic 
background, giving him tenancy privileges, settling him and his 
family at the place of employment, and furnishing him with 
vegetable-growing plots, may be in a position to correct many 
abuses of migrant labor that have developed in much of tropical 
Africa. But native tenants should remain subject to close super- 
vision of land use and farming practices. Public corporations 
might be able to assign to the native tenants or laborers limited 
property rights in development projects, perhaps by giving them 
a financial stake in the net earnings. This would serve to give the 
natives a sense of partnership and encourage them to greater 
efficiency. In fact, the British government proposed to take steps 
along these lines when it issued its original program for the peanut 
project. 

The preceding discussion suggests that plans looking to the 
public corporation as the principal instrument of economic devel- 
opment need to be modified to include arrangements that give 
greater scope to the operation of economic incentives. ‘This 
would seem to call for the assignment of the management func- 
tion to private organizations of the type of the Sudan Plantation 
Syndicate. It would also involve the establishment of a profit- 
sharing system that would give both the management company 
and eventually the natives a stake in the success of the projects. 
To public corporations would fall the task of holding the land 
in trust for the native population, providing mechanical equip- 
ment and materials, arranging for the basic utilities without which 
development cannot take place, and establishing native settle- 
ments and working conditions that will attract native tenants and 


a permanent labor force. 


Conclusions 


It would appear that highly mechanized projects operated jointly 
by public corporations and private interests and managed along 
the lines suggested in the preceding section are much superior to 
other suggested approaches to the problem of developing the 
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agricultural resources of tropical Africa. This is not to say that 
the execution of such development schemes on a large scale in 
many different areas would not raise complex issues, which obvi- 
ously cannot be explored in this brief paper. How, for instance, 
can public corporations overcome the obstacle of long-established 
and jealously guarded tenure systems, which arises immediately 
if other than uninhabited lands are to be developed? ‘There is 
also the problem of financing. Large-scale development schemes 
are extremely costly, particularly if they include the establishment 
of public utilities, public and private housing, and other facilities 
only indirectly related to the projects and of as much benefit to 
the territory in general as to the specific undertaking. At the 
same time, the operational experience of the peanut project raises 
serious doubts about the feasibility of current proposals that look 
toward the annual influx of several billions of dollars into back- 
ward areas. Yet, the amounts that can be invested and absorbed 
in these areas are large enough to give considerable force to the 
argument of Professor Lewis and others that Britain and the 
other metropolitan powers just do not have the means to finance 
a whole series of ambitious development schemes of the magni- 
tude of the peanut project. But there is no less force to the 
claim made by Sir Geoffrey Heyworth, managing director of 
Lever Brothers and Unilever, Ltd., that a whole series of develop- 
ment projects are needed if the world’s requirements for food- 
stuffs, particularly fats and oils, are to be satisfied. 

In bridging the gap between development needs and the finan- 
cial resources of the metropolitan powers, the public corporation 
has an important role to play. It suggests itself as an ideal 
channel through which foreign capital other than that originating 
in the mother countries of the colonial dependencies could be 
made available for African development. If public corporations 
devise sound schemes, make use of the services of private groups 
experienced in the development of backward areas, and make 
adequate provision for enabling foreign capital to earn a reason- 
able return, they may well attract investment funds from the 
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governments of capital-exporting countries, notably the United 
States. Public corporations should be able to instill faith in 
potential investors that modern technology and expert manage- 
ment will be brought into play in the execution of a develop- 
mental project and that conflicting interests of the metropolitan 
powers and the indigenous population will be reconciled. When 
all is said, it would appear that no other institutional arrange- 
ment proposed for the rationalization of African agriculture 
carries as much promise for a rapid integration of the area into 
the world economy. 








THE DOMINATION EFFECT AND 
MODERN ECONOMIC THEORY 


BY FRANCOIS PERROUX 


a life is something different from a network of ex- 
change. It is, rather, a network of forces. The economy is guided 
not only by the search for gain, but also by that for power. The 
two motives are seen to be intermingled in the policy of a firm 
or of a national economy as soon as one asks for what period is 
the gain to be maximized: the most prosperous undertakings are 
not those which economize on candle ends and run off with the 
profits at the end of the week. 

There is nothing in this situation that the practical economist 
does not know. Yet most academic economists develop their 
analyses and present their recommendations as if they preferred 
to ignore these facts. It seems to me possible to find an interpre- 
tation that is a little closer to reality yet imposes no disavowal 
on our discipline. In order to express it I have constructed a 
tool of analysis, which I hope may be regarded as the first of a 
series. I call it, for lack of a better name, the domination effect. 

Between any two economic units, A and B, the domination 
effect is present when, in a definite field, unit A exercises on unit 
B an irreversible or partially irreversible influence. The domina- 
tion effect is the species of a genus: the asymmetries, which have 
been little and poorly studied because they imperil the har- 
monious and fragile logical edifice of general equilibrium. 

For example, a business firm in many cases influences decisions 
concerning price and quantity made by another firm, client or 
competitor, the inverse not being true or not to the same degree. 


1I wish to thank Mr. Y. Mainguy, Director of the London branch of the 
Institute of Applied Economic Sciences (Paris), Mr. G. Rottier, Assistant to the 
Director, and Mrs. Margaret Copp, Technical Secretary, who assumed jointly the 
task of translating this paper into English. To my colleagues, Dr. Eduard 
Heimann and Dr. Felicia Deyrup, I am also indebted for criticism and aid. 
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Or an economic sector engenders a lowering or raising of costs 
and prices in another sector from which it does not receive 
influences comparable in breadth or intensity. Or one nation 
imposes on another goods or services or a general pattern of 
institutions of production and exchange. Such situations have 
been a persistent feature of the whole of economic history, yet 
while volumes have been written on the collaboration between 
equals through free exchange, virtually no attention has been 
devoted to the conditions and consequences of inequality. 

The domination effect cannot be described purely and simply 
as either a difference in size or as a monopolistic regime. An 
economic unit exerting this effect does so through the combina- 
tion of three elements: its relative dimensions, that is to say, the 
magnitude of its role in global supply and demand; its bargain- 
ing power, which is the power it can apply to fixing the conditions 
of exchange; and its place in the whole scheme or the nature of 
its operations. For a firm, as for a nation, these diverse elements 
do not amount to the same thing. The largest unit is not neces- 
sarily that which has the greatest bargaining power. If size and 
bargaining power are equal, the unit situated in a zone which is 
strategic for reasons relating to structure and combination of 
circumstances will prevail. 

It is my aim in the following pages to show by establishing five 
fundamental propositions that the analysis of the domination 
effect is indispensable for (1) defining competition, (2) interpret- 
ing the life of the firm, (3) understanding the intermediary 
agencies of price determination, (4) understanding international 
trade, and (5) going beyond the inadequate model of Paretian 
equilibrium. 


Proposition 1: The working of competition cannot be defined 
except with reference to the domination effect. 


Though the books on competition would fill a library, and every 
elementary course in political economy produces its own defini- 
tion, it is quite true, as J. M. Clark has recently stated, that we 
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have neither a good idea nor a good theory of competition.? 
The situation appears paradoxical only to those who have not 
measured the endless difficulties of the usually admitted position. 

In the literature devoted to competition we meet first the studies 
describing its modalities. ‘Their inspiration is historical, socio- 
logical, or juridical. They trace the different forms of competi- 
tive bargaining om cutthroat competition to the lowering of 
prices made possible by greater efficiency in production or im- 
provement of the product, after mentioning in passing the use of 
influence and financial participation in the businesses wherein 
one must get collaboration or neutralize hostility. According to 
the season and necessity, the jurists and lawyers revise their cate- 
gories of legal and illegal, fair and unfair, competition. 

Another small group of studies directs attention mainly to 
what I propose to call fundamental competition. Whatever the 
form of economic organization and the social regime, individuals 
and firms are moved by the desire to better their lot; they dis- 
play egotistical initiative and are capable of emulation. This 
competition, which has its roots in the more permanent human 
tendencies may change its direction and form, but it is doubtful 
whether it can ever be suppressed or nullified. Should funda- 
mental competition ever become a subject for intensive research, 
the comparative sociology of the various types of economies would 
undoubtedly profit thereby. 

A third group of expositions properly belongs to economists, 
who study competition in relation to prices and quantities. 
Economic science builds models of price determination. Price 
determination is considered complete as soon as competition is 
fairly strictly defined. It is so, under certain well-known condi- 
tions: if goods and services exchanged are homogeneous and per- 
fectly and indefinitely divisible; if they move without resistance 
or friction within one industry or from one industry to another, 
under the influence of an alteration in the level of their remu- 
neration—in other words, if they are fluid; and concretely, if 


2 Alternative to Serfdom (New York 1948) p. 68. 
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labor, capital, and consumers, in an economic space, move to the 
point where their economic advantage is maximized, meeting 
nothing that hinders or halts them. ‘Thanks to these “simpli- 
fications,” a determinate price may be obtained, but it is one 
that can be achieved only in a static or stationary world. 

Once such a world is rigorously constructed, it becomes im- 
possible to transcend it. An economy that functions as a circular 
flow comes under no endogenous influence that could displace or 
deform its flow of goods and money. Under such a regime or 
the kindred regime of a quasi-stationary flow, where progressive 
modifications are possible in the sense that each of them can be 
absorbed without much trouble, the calculations of producers 
and consumers are marginal and the possible adaptations are 
marginal. The structures of the economic plans remain com- 
parable in their main lines from one period to another, with only 
slight modifications in the margin of quantities whose arrange- 
ment constitutes the plans. In this model, competition shows 
none of the most characteristic stages, results, or links which are 
evident in the actual and dynamic world. 

Actually, adaptations to changes in prices and costs take place 
in a universe where goods and services are not homogeneous, 
where indivisibility derives from numerous psychological, techni- 
cal, and institutional causes, and where viscosities hinder the 
movement of all factors and products. Important changes are 
wrought by entrepreneurs who take a chance on a new structure. 
These entrepreneurs anticipate en bloc a real demand which 
previously existed only in the form of potential demand; they 
bring to life desires which yesterday were latent and are today 
effective, because they have found the consumption good, the 
durable good, the production good or process for which people 
were dimly hoping. If these entrepreneurs manage to get the 
additional money or quasi money (bank balances) which they 
need from the market, they upset the customary structure of 
production by attracting into the zone of their activity, labor and 
capital for which they can pay more than their less lively op- 
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ponents. Unless these entrepreneurs have seriously miscalculated, 
they are the prime movers in the increase of real income, the 
improvement of quality, and the satisfaction of the requirements 
of diversity and variety. The exceptional profits which they 
collect then decline and eventually disappear under pressure from 
imitators and exhaustion of the new demand. 

It is clear that these dynamic entrepreneurs exert more influence 
on the market than they receive from it. They do not treat 
the consumer as one equal treats another; they suggest to him 
or impose on him what he will be pleased to consume. They are 
not collaborators of unaggressive or static entrepreneurs; indeed, 
they deprive such entrepreneurs of their economic resources in 
order to achieve their own ends. They do not adapt themselves 
to the trends of their environment, but exercise an offensive 
strategy in the same or an opposite direction. They can truly be 
said to fix prices to the extent to which the new good which 
they produce, by cutting across the system of customary prices, 
modifies the general price level or the structure of its relative 
scales. To put into effect the economic innovation, as Joseph 
Schumpeter called it, the entrepreneur must exercise a domina- 
tion effect on competitive enterprise, on the consumer, and 
often also on the bank and the state. 

There is nothing automatic or mechanical about the selection 
that takes place in actual dynamic competition. It does not 
exhaust itself in adjusting quantities; it can be understood only 
with reference to human decisions, that is, choices made by 
certain men that concern other men. Actual dynamic competition 
can be understood only by precise reference to a characteristic 
type of decision, the decision of the innovator. It cannot be 
studied without recourse to the domination effect which, though 
economically favorable to the whole society, must be won by a 
hard fight and maintained by unceasing effort. Competition that 
engenders economic progress does not occur between equal 
opponents; its field and its role presuppose inequality. Had we 
heeded the lessons of experience, we should long ago have under- 
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stood that the evolution of capitalism can only be described around 
the central figure of the dynamic entrepreneur, who exercises 
innovation and domination effects at one and the same time. 


Proposition 2: The evolution of capitalism cannot be interpreted 
without an analysis of the dominant firm. 


In any period of history whatever, every industry and each branch 
of activity has firms that are dominant by reason of their size, their 
bargaining power, or the nature of their operations. Should the 
historian wish to renew his researches in this light, he would 
find much to add to what earlier monographs have said about 
firms or groups of firms. The economist need not assume the 
burden of the historian; his role is to elucidate the chain of cumu- 
lative effects whereby a firm is enabled to gain a position of 
dominance, once it has won an initial advantage or preferential 
position by a quick adaptation to the market. It is then in a 
position to pay the factors of production a higher price than 
kindred or analogous firms and possibly a price lower than their 
marginal productivity. It can sell the product at a figure above 
cost. It can proceed to an integration which gives it a certain 
independence with respect to the market for factors of production 
and credit. These links being present, the firm can buy less 
from outside sources in terms of quantity and value, and sell a 
greater quantity at a higher price. Its terms of trade become 
favorable and can be improved by conscious effort on its part. 
This linking of various aspects of the growth of a firm will never 
be revealed by considering the equilibrium or successive equilib- 
riums of a firm of given structure. 

The dominant firm which benefits from a surplus employs the 
mass of its undistributed profits as a strategic weapon to rein- 
force its position of dominance. A surplus allows a firm to shift 
the demand curve for its product, that is to say, to increase by 
means of sales and promotion policy the demand which it enjoys. 
By such methods the firm can alter, for its own benefit, the struc- 
ture of competitive firms or allied firms by exerting influences that 
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range from the simple act of observing to what can properly be 
called control. The sums of monetary capital which constitute 
the surplus of the dominant firm are handled according to aims 
and procedures about which classical economists have said almost 
nothing and which are more closely related to the art of war or 
belligerent sport than to the theory of contracts between parties 
equal or roughly equal in an environment of free exchange. 

The same aspects of the situation are revealed by quite another 
approach. Inquiry into the area of the effectiveness which an 
entrepreneur’s action exercises on economic quantities establishes 
that this activity occurs first in a zone of free disposal, which con- 
tains the quantities and prices of which the head of the firm is 
master; he chooses them and combines them to his taste. Second, 
it occurs in relation to a plastic environment formed from quanti- 
ties and prices which the head of the firm can partially modify 
if he so wishes. And finally this action runs into a parametrical 
environment, formed from quantities and prices and institutions 
which the head of the firm must accept, whatever they are, with- 
out hope of transforming them. ‘The practical economist who 
decides to undertake nothing that he cannot achieve makes on 
his own account (and more or less exactly) the distinctions which 
have just been suggested. The dominant firm enlarges the zone 
of plastic environment to its own advantage. Neighboring and 
competitive firms are influenced by its action and sometimes even 
the rulés of the game imposed by the government are modified 
as a result of its pressure. 

A glance at the history of capitalism confirms the relevance of 
this interpretation. At the dawn of modern economy, the great 
commercial firm developed through and for power as much as, if 
not more than, through and for gain. The firm used its surplus 
to obtain from benevolent and colluding public authorities the 
rules of the game most favorable to it, to make all possible use 
of insufficient and scarce transport, to coordinate, absorb, and 
subordinate handicraft or small and medium-sized businesses. 
When it first started action the market had still to be created. 
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The dominant firms and groups of dominant firms supported by 
the dominating power of the state then wove a network of forces 
wherein were formed the institutions which were generally molded 
and made flexible, until one could speak not too unreasonably of 
a network of free exchanges. 

In contemporary capitalism, for large sectors the influence and 
role of the dominant firm are not subdued. The financial surplus 
of this firm gives it considerable freedom to maneuver with regard 
to its competitors, its customers, and even the state. It renders 
the firm relatively independent of the market for capital and for 
materials. Consumers react in a scattered way and the formula 
of consumer sovereignty becomes a mockery. At the same time 
the liberty of the buyer remains appreciably greater than if he 
were held in the vise of a dictatorial plan; he is largely safe- 
guarded by disagreement and conflict among the “great’’ even 
though these great do not derive their power from the multitude 
except very indirectly. 


Proposition 3: The forms of monopoly can be usefully regrouped 
from the point of view of the domination effect. 


Pure and complete competition is unreal. It leads directly to 
the model of a stationary economy. If we relax the rigor of the 
conditions which define it, if we take certain liberties with the 
abstract assumptions underlying it, we can define a regime of 
workable competition which is nearer the actual forms of compe- 
tition. In a real market, approximately competitive, the price 
is but roughly determined. The indetermination proceeds from 
many causes: the abilities of the parties to the calculations are 
of unequal precision and breadth; the parties have not the same 
capacity to evaluate and accept risk; and they start with unequal 
weapons in the debate whereby they strive to make the opponent 
agree to the maximum concessions. 

The cattle markets of our village yield, in this respect, valuable 
indications. The earlier Austrians particularly Boehm-Bawerk, 
made no mistake about this. Those who jeer at the “metaphysical 
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horses” dear to the great founders of the Vienna School succeed 
only in revealing their own poor capacity for investigation. The 
premathematical forms of exchange and price analysis had the 
virtue of avoiding any portrayal of economic life as a mechanical 
adjustment of quantities: they took it for what it actually was, a 
set of decisions and plans, elaborated by men and altered by 
colloquies of a dialectical nature. The earlier economists acknowl- 
edged bargaining, and consequently the working of the domina- 
tion effect in a competitive price formation. Their thinking was 
much closer to the most recent interpretations of strategy than are 
the mechanistic models of equilibrium. 

Workable competition does not exclude some differences of 
size, bargaining power, and kind of operations. In other words, 
the constituents of the domination effect are not excluded. With 
differences of degree only, these constituents are found in all 
forms of monopoly. 

The monopolist of supply offers the price and the quantity 
which, considered together, yield maximum return. His pre- 
tension is limited only by the elasticity of demand. Asymmetry 
and irreversibility are obvious. The monopolist commands sup- 
ply which is not, with regard to its size and quality, submitted to 
the consumer’s decision. If the monopolist raises around his in- 
dustry such barriers that newcomers are kept away, he exerts a 
domination effect on his potential competitors. Monopoly price 
is determined in a sense quite different from that of the determi- 
nation of competitive price. Since, by definition, the monopolist 
commands supply, external pressures do not act on the side of 
supply to draw the price to a determinate level. Since the deci- 
sions of a monopolist are actually dynamic, he may choose to 
reduce his earnings in one period in order to increase them during 
the next. Thus, his price depends on the strategy he chooses. 

In the case of bilateral monopoly, it can be taken as demon- 
strated that price is determined only if the bargaining powers of 
the two parties are equal, or if, from the start of the discussion 
in which the terms of the bargain are fixed, the inequality of 
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powers is given and remains constant till the end. Such cases 
are of the greatest rarity. In all other cases, the domination effect 
is obvious: the terms of the bargain are fixed on a point which is 
not that of equal concessions. In bilateral monopoly, price is 
determined—when it is determined—by equality between the 
bargaining powers of the parties, not by the pressure of a large 
number of decisions on the part of scattered suppliers and con- 
sumers. This kind of determination is again quite different from 
those described above. If the state makes the bargaining powers 
of the parties less unequal, it makes the determination of the 
price more certain, but only by employing a strategy rather difh- 
cult to define and execute. 

Where there is an oligopoly, price is most generally fixed by 
one or another of the following four strategies: elimination (one 
party aims to put others out of the market); influence (one party 
attempts to alter the others’ decisions on price and output); 
adaptation (one party takes for granted and as unalterable the 
others’ decisions and endeavors to adjust his own decisions to 
them); agreement (the parties decide to cease fighting and to 
settle their particular policies by common agreement, in order 
to get the maximum benefits of joint action). 

In most cases, the domination effect, understood as the irre- 
versibility of the influence of one firm on another or others, is 
present. If the price is to be determined, there must be either 
an exceptional set of chance circumstances, or a more or less 
exact equality of forces. 

In the case of competition with product differentiation, it is 
also possible to spot the domination effect: a firm can capture 
the sales or part of the sales of a rival firm by undertaking to 
incur selling and advertising costs. 

Actually, one does not meet any of these types in their pure 
forms. They are intermixed, and their tangling opens a wide 
area to the domination effect. 

The result of this realistic interpretation of market structure is 
that it is impossible, in the modern economy, to think of the net- 
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work of exchange as independent of a network of forces. Pure 
exchange appears as a limiting case; any actual exchange involves 
a struggle between private influences and the public power, the 
state being bound by nature and by right to arbitrate in the 
public interest, that is, to limit and guide the struggle in an effort 
to achieve the best result. A democratic state can act only with 
shrewd strategy, holding coercion in reserve as long as possible. 
It will manipulate public opinion, and resort to threats and pres- 
sures and monetary expenditures in order to avoid a show of force. 

Contemporary market structures impose on the state two atti- 
tudes which, under a parliamentary regime, it does not like either 
to avow frankly or to define precisely. It must, on the one hand, 
acknowledge the existence of intermediate economic bodies. On 
the other hand, it is bound to arbitrate the disputes between these 
bodies through a higher power than that of the parties, and in 
the name of an ideal which is not, or does not seem to be, born 
of a class or a coalition. The day the parliamentary state acknowl- 
edges that it is subject to these exigencies, it will be tantamount 
to saying, however unpalatable the terminology, that corpora- 
tivism contains a kernel of truth. 

If, in its own sphere, the state does not exert on economic life 
more influence than it is subject to, it faces the threat of spread- 
ing instability, waste, and indetermination. The right exercise 
of the domination effect by the state is an indispensable corrective 
in an economic world where the domination effect operates be- 
tween private firms and bodies. 

Deliberate disregard of the domination effect prevents one from 
seeing the major difficulty in the transformations of capitalism 
and of the modern state. Dominant units prefer not to hear about 
domination effect. They would go on exerting their one-sided 
influence to their own advantage, if no one doubted that 
economy works through an automatic price system and a spon- 
taneous equilibrium of markets. Indeed, the explanations put 
forth by some adherents of laissez faire are really excuses and 
must be regarded as no more than clever ways of domination. 
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Proposition 4: The concept of the dominant economy elucidates 
the play of international trade.* 


The foregoing analysis finds its best application in the field of in 
ternational trade. It is generally accepted that external eco- 
nomic relations do not follow the rules of pure competition, in 
fact, not even the rules of workable competition. Such terms 
as “dominant economies” and “key countries” are in common 
enough use. Many economists, however, do not accept the im- 
plications of these terms, and persist in describing the interna- 
tional exchange of goods, services, and capital as taking place in 
a world of perfect competition and free prices. The moral and 
scholarly level of these writers precludes any suggestion that they 
are the conscious perpetrators of an intellectual trick and a social 
fraud. They are nevertheless unintentionally fostering a mis- 
understanding which their talents equip them to clarify. It is 
relatively easy to consider nations equal within the covers of a 
textbook. But one has to acknowledge their great inequalities 
when the job at hand is to establish the voting rules of an inter- 
national body, or to set up an organization for the equalization of 
exchange rates and the distribution of investment, or to determine 
the content and limits of the global responsibilities of the major 
partners in relation to their own internal policies. 

The protracted use of unsuitable analytical tools is due to a 
faulty concept of the nation in the economic sphere. All the ef- 
forts of an earlier liberalism tended to demonstrate that there 
was no such thing as overall supply and demand from the United 
States, England, and France, but only individual supplies and 
demands from Americans, English, and French. This was per- 
haps an inevitable reaction to the oversimplification of mercantil- 
ism and the lust and greed of governments. But it concealed 
certain important aspects of reality which the facts have com- 
pelled us to discover anew. A national economy is essentially a 


8 See my paper, “Esquisse d’une théorie de l'économie dominante,” in Economie 
appliquée, Archives de l'Institut de Science Economique Appliquée, no. 213, pp. 


243-300. 








200 SOCIAL RESEARCH 


group of groups, coordinated by the state, monopolist of public 
coercion. It has been so since the birth of modern nations, and 
is still so, unchanged by the practices of democracy. The relations 
between national economies, as well as the relations between eco- 
nomic units inside the nation, can therefore be correctly inter- 
preted only if we are fully aware of the interrelations that exist 
between a network of free exchanges and a network of unequal 
forces. 

The economic evolution of the world has resulted from a suc- 
cession of dominant economies, each in turn taking the lead in 
international activity and influence. From 1815 to 1848, western 
Europe played the leading role because it had a monopoly of 
science and a “monopoly of power.” Throughout the nineteenth 
century the British economy was the dominant economy in the 
world. From the seventies on, Germany was dominant in respect 
to certain other Continental countries and in certain specified 
fields. In the twentieth century, the United States economy has 
clearly been and still is the internationally dominant economy. 
There is no need to justify the choice of this example to elucidate 
the analysis of the domination effect, but it is important first 
to clarify one point. 

The notion of dominant economy is so rich and expressive that 
it covers widely different experiences and realities. In many 
cases, the dominant economy exerts its characteristic irreversible 
and asymmetrical influence mainly by the use of means alien to 
a market economy (extra-market operations). This type of 
dominant economy may take any one of the various forms de- 
scribed below: 

1. The occupying economy in its relations with the occupied 
economy. In this case the domination is deliberate. It emerges 
in the setting up of institutional rules of operation that put the 
occupied economy at the service of the war aims of the 
occupying economy. Germany and Japan, at the time of their 
first successes, demonstrated how an economy, which an apparent 
and temporary victory made dominant, used its hold on the eco- 
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nomic resources of the subjugated territories through currency 
manipulation, the molding of institutional structures, and control 
of public opinion. 

2. The home economy in its relations with the colonial economy. 
The home economy exerts a domination effect on the economies 
which it has conquered and organized. This effect results from 
the inequalities of power and experience between highly capital- 
istic firms and closed or noncapitalistic economies. These inequali- 
ties make it easier for the home country to impose the rules of 
the game. The trade between home country and colonies is 
monopolistic, quasi-monopolistic, or regulated. Industrialization 
of the overseas territory is retarded or promoted according to the 
interests of the home firms. Labor forces in the dominated econ- 
omy are employed by methods based on open or concealed co- 
ercion. The theory of a colonial or imperial economy, even of the 
economy of a union, should be entirely reconstructed, assigning 
to the domination effect that central role which it merits. 

3. The totalitarian economy in its relations with satellite econo- 
mies. The policy of the Third Reich in the Danube area offers 
ample material for study. The planning of external trade and 
the rigid control of exports and imports by the autarchic state 
imposes heavy burdens on the national populations affected. 
Such measures lend efficacy to the distinction between two sectors 
—essential and nonessential goods—whereby the autarchy, closed 
to the outside world, paves the way for its expansion. The par- 
tial vassalization of economies essential to the dominant economy 
is often effected by means of unbalanced clearings. International 
payments follow the channels of bilateral agreements negotiated 
by the leading economy with each of the satellite economies. The 
debtor position of the dominant economy allows it to exert an 
insistent pressure on the vassalized economies, to make them 
accept imports of such a nature and in such quantity as to be 
fully in accord with the interest of the leading partner. Once it 
has won the war, the leading economy can shape the economies of 
minor allies or defeated adversaries in conformity with its own 
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expansion pattern by methods more like the usual techniques of 
exchange and marketing. 

The action of the Soviet Union in the territories under its 
control proceeds from an ideology different from that of National 
Socialism but still related to the domination effect. Satellite 
economies, accepting the gospel of ‘‘popular democracy,” set up 
and enforce dictatorial planning. This planning breaks down the 
economic and social structures at variance with those developed 
by the Soviet economy over thirty laborious years and eliminates 
social classes undesirable for a collectivist regime. It then tends 
to get coordinated with the plans of the dominant economy. In 
so far as it works, this long process of adjustment results in a 
system of production and exchange widely different from that 
which is the outcome of a supranational collaboration of economies 
still following, at least in part, the rules of a market economy. 

The above types of dominant economies are cited only by way 
of contrast with the type to be considered in greater detail— 
that is, the dominant economy which exerts its domination effect 
through operations compatible with the logic of the firm, of the 
price system in a regime of workable competition, and of the 
market considered as a network of exchange between relatively 
independent centers of calculation. In this setup the state is 
supposed not to aim at extending its power, but at increasing 
the welfare of the people. Governments and firms pay attention 
to prices and quantities, and try to obiain the largest quantity 
of goods and services at the lowest cost (or to sell the largest 
quantity at the highest prices). They strive to maximize their 
economic advantage, considered in terms of goods in trade. 

Even under these conditions and subject to these reservations, 
there have been national economies throughout the history of 
modern capitalism which have exerted a domination effect on 
groups of other countries with regard to a given good or several 
groups of goods. When a national economy, owing to its general 
configuration, the character of the government and of its firms 
and groups of firms, exerts in a special way asymmetrical and 
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irreversible influences, it is suitable to call it the dominant 
economy. This is convenient, though not wholly accurate, for 
domination effects are met in every quarter of international life. 

It is easy to point out the three main constituents of the domina- 
tion effect (bargaining power, size, and nature of activities) in the 
economy of the United States. The picture, however, can be 
elaborated. In particular, it is proper to distinguish between 
economic causes of the domination effect and the historical cir- 
cumstances extending and intensifying it. But here as elsewhere, 
it is more essential to understand function than to describe 
structure. Any internationally dominant economy is a relatively 
autonomous center of economic development. It exerts more 
influence on whole groups of countries than it receives. 

This fact was clearly evident during the Great Depression. In 
the course of a few years, the supply of dollars in the world market 
dropped by 63 percent (75 percent, if we take into account dollar 
obligations of debtor countries), with a resultant paralysis of the 
mechanism of international payments. Currently, the adjustment 
of foreign balances with the United States suffers from the inelas- 
ticity of reciprocal demand, and will continue to do so for an 
indefinite future. In other words, the income and price elasticity 
of the American demand for imports from the rest of the world 
and the income and price elasticity of the demand of the rest of 
the world for imports from the United States are such that the 
disequilibrium of trade balances is persistent and the devaluations 
of European currencies of doubtful efficacy. It is probable that 
there will be some adjustment between these elasticities in the 
long run. But a more or less balanced trade will not be possible 
until the dominant economy, having grown fully conscious of 
its responsibilities, pursues a deliberate policy directed toward 
the development of imports and of international investment. 

The responsibilities of the United States are clear, for her 
economy is subject to three kinds of instability which tend to 
spread throughout the world. First, it works through huge 
investments, thanks to a series of big businesses, typical of certain 
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sectors. It is thus especially sensitive to cyclical disturbances. 
Second, it is the center of a wide and strong speculative market, 
the fluctuations of which are reflected in entrepreneurial and con- 
sumer expectations. Lastly, although the United States is still 
the motherland of dynamic businessmen and of a widespread 
spirit of enterprise, it suffers from the constant criticism of 
capitalism, for it is being subjected to attack at the very time 
when it finds itself with no new frontiers and without the 
resources of a mass immigration. Without accepting Alvin Han- 
sen’s stagnationist thesis, we can see that some grounds exist 
for believing that the confidence in the logic and in the actual 
functioning of capitalism is no longer intact and unshaken. 

The internationally dominant economy is further obligated to 
bear part of the costs of an international salvage operation, which 
will protect the essential basis of a free market economy whose 
disappearance would hinder and reduce the domination effect 


it exerts. 


Proposition 5: The model of adjusting dominating and dominated 
economies gives a more realistic view of the economic 
life than does the Paretian equilibrium model.* 


The data out of which the Paretian equilibrium is constructed do 
not result from any deliberate plan of the state: the institutions 
and the pattern of distribution are regarded as given, and the 
analyst is not concerned with determination of the implicit 
domination effects allowed by these institutions and this distri- 
bution for the profit of certain social groups as opposed to others. 
In such a theoretical system, the choices are made by a large num- 
ber of units, comparable in size and power, whose economic hori- 
zons do not overlap and whose economic plans are made com- 
patible by the pricing system. Thus, the domination effect can- 
not be exerted by any unit toward another or by. any group of 
units toward another. 


4See my paper, “Les Macrodécisions,” in Economie appliquée, no. 2 (1949) pp. 
321-54- 
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This scheme, however, is divorced from reality. In actual 
economic life, economic units and groups of units work out plans 
that are dominating and dominated with regard to one another. 
The plans of units which are rendered compatible among them- 
selves and with the plans of the other units by the price system 
are those of the most passive units; they are mainly the con- 
sumers and the small entrepreneurs. Their choices are influenced 
by the pressure of dominant units: big businesses, business groups, 
government. These units endeavor to make the plans sub- 
ordinated to them compatible with each other by the use—con- 
fessed or not—of a forgotten economic commodity: coercion. 

Let us assume an economic space in the most abstract sense, 
a set of relations belonging to the economic order. Then let 
us assume various plans of economic units—P,, Po, . . . P»—and 
that the domination effect is exerted from P; to P,. 

If P; influences the other plans by selling a larger quantity of 
a given quality at the same price, or an equal quantity of a better 
quality at the same price, or an equal quantity of the same quality 
at a lower price, we have the situation which is closest to economic 
competition. The domination effect is not left out, but it is 
exerted through the means most consistent with the free market. 

There are, however, three other possible situations where this 
is not the case: (1) P; imposes a quantity on Ps», that is, compels 
the agent who has drawn up P, to modify his calculations of maxi- 
mization; (2) P; imposes on P, the maximum and minimum of 
one of its constituent quantities, which differ from those envisaged 
by the author of Ps», to the same effect as in the first case; (3) Pi 
compels a harmonization of Ps, Ps, . . . P, before they start 
operations, by eliminating their most obvious incompatibilities. 

It is immediately apparent how many concrete cases fall into 
one or another of these categories, the dominant plan being either 
the plan of one state with regard to plans of other states, or that 
of one state with regard to other private groups, or that of a private 
group with regard to individual units. 

The action of P; on P.... P, is kept within limits. In an 
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economy obeying the rule of rationality, the cost of coercion is 
justified only by its efficiency. Moreover, dominated plans may 
have their own productive capacity and their bargaining power 
increased by the influence of the dominating plan. And finally, 
in any assumption, units which draw up plans that are immediately 
dominated react by developing strategies of defensive adaptation 
and strategies of grouping. When one adds that, in a dynamic 
economy, invention and innovation, either technical, economic, 
political, or social, are always at work, it is evident that the oppor- 
tunities for shifting, halting, or reversing the domination effect 
are innumerable. 

In a scheme of this nature, the partial or overall adjustments 
seem in any case to be the consequence of a network of forces 
between unequally powerful partners. In its principle, this 
scheme appears much closer to the real world than is the Paretian 
model or even the more perfected schemes based on the same 
fundamental premises. 


The domination effect, far from being a rarity found only 
after long searching, can be discerned almost anywhere in the 
relations between individual units and unified groups of produc- 
tion and trade. Competition is not a regime which leaves out 
economic domination, but one where the domination effect is 
kept in check, directed, and utilized, with the object of achieving 
a better economic result. 

Liberalism no longer appears as a natural order, but as a rule 
of the game, broadly defined and usually observed. There is no 
human society possible where such rules are not established and 
respected. But the content of the bylaws, the choice of the 
umpire, the determination of the powers and the regular appli- 
cation of the decisions of this umpire are incomparably more de- 
cisive than the spontaneities of equilibrium and the effects of 


automatisms. 
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THE AFL IN THE 1948 ELECTIONS 


BY MORTON LEEDS 


The Creation of LLPE 


Dim Smith-Connally War Labor Disputes Act of 1943 may be 
credited in part with the creation of the CIO Political Action 
Committee, and the subsequent large-scale CIO participation in 
the 1944 national elections. In turn, the Taft-Hartley Law may be 
given much of the credit—or blame—for being the precipitating 
factor in the enormous effort exerted by the AFL in the 1948 
elections for President and Congress. 

It is difficult to single out any one feature of the law which was 
particularly disliked by the organized labor movement, so widely 
was the law as a whole attacked by labor. But the permissive use 
of the injunction in critically located strikes, jurisdictional dis- 
putes, and secondary boycotts was probably the basic cause for op- 
position. The interference with what was viewed as internal 
union management was also attacked, with special regard to the 
virtual banning of the closed shop, regulation of the union shop, 
limitation of high initiation fees, and the limiting of mass picket 
lines. ‘The general recourse to the courts in interpretation of 
agreements, renewals of contract, and in many other phases of 
heretofore unhampered collective bargaining, was still another 
cause of union distaste for the new law. 

After the law had been passed over the desperate opposition of 
organized labor, an emergency conference of the representatives 
of 105, affiliated AFL unions was held in July 1947, and a six-point 
program was adopted. Of particular interest are the following 


points: 


2. The repeal of this notorious legislation shall be our fixed 


objective. . . 
3. We will organize, unite and concentrate our efforts toward bring- 
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ing about the defeat of every member of Congress who voted in 
favor of final enactment of the Taft-Hartley Bill... . 

6. We recommend that the Executive Council . . . prepare for... 
the next convention of the American Federation of Labor a 
program giving full effect to these purposes.! 

The Executive Council which met that fall decided to circum- 
vent Section 304 of the Taft-Hartley Law, which banned direct 
union contributions to federal political campaigns. It advised the 
Convention to create a new body, Labor’s Educational and Politi- 
cal League, to be supported by one-dollar contributions, given 
voluntarily by AFL members. 

The Convention resolution which established the League, as 
recommended by the Executive Council, stated that the organiza- 
tion was being created “in order to serve most effectively the 
interests of the workers of the nation,” “to meet adequately the 
challenge presented by predatory and vested interests,” and finally, 
“to further the economic and political policies of the American 
Federation of Labor,” ? but did not elaborate on those policies. 
The resolution went on to say: 

1. It shall be the duty of “Labor’s Educational and Political League’ 
to prepare and disseminate information by such media of com- 
munication as the League may decide for the purpose of acquaint- 
ing the workers of the nation with the economic and political 
policies of the American Federation of Labor. 

2. The League shall prepare and disseminate information concerning 
the attitude of candidates for nomination and/or election to 
Federal offices, with particular reference to their attitude toward 
the American Federation of Labor.* 

In essence, this represents no basic change from the political 
techniques previously employed by the AFL. The necessity for 
creating a new organization arose largely from the provision of the 
very law the AFL was fighting to have repealed. Otherwise, the 
AFL itself would undoubtedly have dealt with the problem of 
political mobilization by creating a special committee within the 


1 American Federationist, vol. 54, no. 8 (August 1947) p. 3. 
2 Report of Proceedings of 66th Convention of the AFL, 1947, p. 407. 
8 Ibid. 
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organization for this function, or by expanding the Non-Partisan 
Political Campaign Committee of former years. The technique 
of disseminating information about the candidate and his voting 
record in terms of the AFL’s interest was also the standard political 
weapon of past years. The extent and degree of participation in 
this campaign, however, was to distinguish it from others in the 
past. 

The last clause of the resolution creating the League recom- 
mended that the Executive Council call a conference of the presi- 
dents of the affiliated AFL unions to complete the actual structure 
of the new body. This conference was held on December 5, 
1947. It first established a national committee composed of the 
AFL’s Executive Council and the national and international 
presidents of the AFL. Then an administrative committee was 
elected, composed of the Executive Council of the AFL and fifteen 
additional representatives of various constituent unions. President 
William Green and Secretary-Treasurer George Meany of the AFL 
were chosen respectively chairman and secretary-treasurer of the 
new organization. ‘Together with three other members of the 
administrative committee, they composed the executive committee. 
A temporary director, Joseph Keenan, secretary of the Chicago 
Federation of Labor was appointed, after negotiation with several 
well-known independent political figures had failed. It was then 
recommended that each affiliated national and international 
union, as well as their locals, set up independent committees, 
primarily in order to raise money through voluntary contributions. 

The new body, which was finally named Labor’s League for 
Political Education (LLPE), was composed of four constituent 
operating departments. The Department of Finance was assigned 
the task of collecting one dollar from each AFL member. The 
Department of Public Relations was ordered to prepare leaflets, 
pamphlets, press releases, articles, and cartoons. The Department 
of Political Direction was to prepare, maintain, and distribute 
the records of all public office holders and prospective candidates 
for federal office, and thus help to determine the candidate who 
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was to be supported in each locality. Finally, the Department of 
Organization was given the task of coordinating the local and 
state bodies, and of helping to persuade other groups to cooperate 
with the AFL in its political program. 

The last-named department recognized that “since international 
unions are organized along lines of their respective industries, 
they are not easily adjusted to political activities. It is only when 
the members of all the different local unions join .together in 
each electoral district for united political action that labor’s voting 


strength is felt.” 4 


The Campaign 


The 1948 campaign was the first since 1924 in which organized 
labor felt that it had a very personal stake involved. The issue of 
the campaign, according to the AFL, was the Taft-Hartley Law. 
But other questions were discussed as well, especially the exten- 
sion of social security coverage, health insurance, civil rights, and 
housing. The major effort was not aimed at the presidency, since 
the presidential election was largely conceded to the Republican 
candidate, Thomas Dewey. Instead, the emphasis was placed on 
the close congressional races, where it was felt antilabor congress- 
men could be defeated, and men more favorable could be elected. 
The states in which the AFL concentrated its efforts for the 
Senate contests were West Virginia, Illinois, Minnesota, Idaho, 
Iowa, and Tennessee, while the major elections to the House 
centered primarily on the larger industrial cities. 

The stress was placed on getting out a large labor vote, and 
appeals were made to get every union member to register, es- 
pecially since there could be no legal limitation on such appeals. 
Mass meetings, rallies, and newspaper and radio appeals were 
employed more widely than ever before, while the printing of the 
candidates’ records, comparisons of the various party platforms, 
and old-fashioned electioneering were resorted to as usual, though 
on a much larger scale. For example, one hundred thousand 


4 Report of Proceedings of 67th Convention of the AFL, 1948, pp. 43-44. 
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copies of The Record They Stand On were distributed to key 
districts, to publicize the voting records of the various incumbent 
congressmen. More than a million copies of three other LLPE 
pamphlets were given broad circulation. In addition, three mil- 
lion copies of the railwaymen’s journal, Labor, with specially 
adapted editions for different areas, were distributed by LLPE and 
the other labor political leagues. 

The AFL went so far as to hire a commercial public relations 
firm in New York to publicize its cause in a more professional 
manner, utilizing all media of influencing public opinion. The 
radio, in particular, was relied on as never before. One three- 
week period before the end of the campaign saw twelve AFL 
broadcasts over the major radio networks. Typical of the imagina- 
tive approaches employed was a nation-wide broadcast featuring 
nationally-known political figures and Hollywood stars, but devot- 
ing, by means of a tie-in arrangement, six minutes of the program 
to the local leagues, to permit them to introduce their own 
candidates. In this way, local campaigns were linked to national 
issues and national figures. 

The money spent by LLPE amounted to 319,000 dollars, but 
additional large amounts were spent by individual unions for 
certain candidates and for President Truman. Of the LLPE 
funds, about 180,000 dollars were returned to the state leagues 
for use in House races, while 139,000 dollars went toward operat- 
ing expenses, and for special pressure in crucial senatorial elec- 
tions. Thus added emphasis was placed on areas where the state 
organization might be weak, with the better-organized areas, in 
effect, helping to bear the burden of the less effective leagues. 

Organizational problems of a similar nature arose and were 
solved on a vast scale. From the first, an unusually strong base 
existed in the AFL itself. As Joseph Keenan has since stated: 
“With more than 4o thousand local unions we have ready-made 
grass-roots units and ready-made audiences. We have a veritable 
army of full time and voluntary officers in every corner of the 
country. We have approximately 400 weekly and monthly AFL 
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publications which even the Taft-Hartley Act cannot muzzle.” * 
But, in addition, the various political organizations of labor were 
united, and therefore offered great strength in the urban areas. 
Though AFL policy did not extend to cooperation with CIO- 
PAC at the national level, it did not preclude cooperation at the 
local level. Both at state and city levels, organization was fairly 
closely coordinated with the work of CIO-PAC, as well as that 
of the other political labor groups—Railway Labor, the United 
Mine Workers’ Non-Partisan League, and the International Asso- 
ciation of Machinists Non-Partisan Political League. Combined 
trade union lists were employed in several areas to good effect 
in determining potentially favorable voters, finding canvassers, 
and obtaining a satisfactory registration turnout. Union agents, 
stewards, and more active members were employed for pre-election 
canvassing, and for getting out the vote on Election Day. Joint 
offices and organization staffs were used on occasion, so that much 
duplication of effort was eliminated. 

But the cities alone, where trade unions are strong, cannot elect 
a majority. In Keenan’s words: “It still takes 218 to make a 
majority in the House, and it doesn’t make any difference where 
they come from. We have to work in every district in the country 
because the voting records show many of our most reactionary 
Congressmen come from rural districts.”® Therefore the AFL 
went to the other groups in small communities, particularly the 
farmers, but also the teachers, small business men, veterans, and 
other aggrieved factions. Common platforms were hammered 
out in many areas where agreement could be attained. Nor was 
the support merely nominal, for “in some parts of the country 
. .-local and state leagues furnished the farm voting record of candi- 
dates to every farmer in the area.”’* This policy paid off with unu- 
sual success in the midwestern areas, particularly Indiana, Missouri, 

5 Keenan, in Minutes of the National Committee of Labor’s League for Political 
Education, October 5, 1949, p. 8. 

6 Keenan, ibid, p. 11. 


7 George Meany, in Minutes of the National Committee of Labor’s League for 
Political Education, November 17, 1948, p. 3. 
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Iowa, Wisconsin, Minnesota, and North Dakota, and also in Idaho, 
Colorado, and Florida. 

During the campaign twenty-seven of the most objectionable 
House candidates were eliminated by persuading them that it 
would be useless to run. Fourteen others were defeated in the pri- 
maries while sixty-five were beaten in the final elections. In addi- 
tion, of 121 congressmen chosen for especial support by LLPE, one 
hundred were finally elected to the House and Senate, a rather 
good average in national politics. In all, 172 prolabor representa- 
tives and sixteen prolabor senators were elected with LLPE 
backing. Voting in the Congress on the various labor bills in 
the spring of 1949 indicated that the prolabor bloc was only 
fourteen votes short of a majority in the House, and five short 
in the Senate. 

Since the communists were supporting the Progressive Party, 
and since the States’ Rights and Republican parties were viewed 
as antilabor, the bulk of organized labor support went to Demo- 
cratic candidates and incidentally to President Truman. Actually, 
with all the effort concentrated on the congressional races, ‘Truman 
was left, by and large, to shift for himself, except toward the end 
of the campaign. By then it was felt by some that a fighting chance 
existed, and, aided by Labor’s Committee for Truman and Barkley, 
substantial support was enlisted for him among those who had 
been undecided. When the election was finally won, it was con- 
ceded on all sides that organized labor, and especially the unusual 
effort of the AFL through its political arm, had contributed 
greatly to that victory. 


Consequences of the Campaign 


The effects of the labor campaign on the presidential election are 
worthy of analysis. Normally, the presidential candidate runs 
well ahead of the candidates of his party in the congressional 
elections. In this election, however, the opposite was the case 
in most industrial areas. In Michigan, the President trailed 
Dewey by 35,147 votes, but the total of the Democratic House 
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nominees was only 1,746 behind that of the Republicans. In 
Connecticut, Truman lost the state by 14,547 votes, while the 
Democratic candidates actually carried the state by a 2,295 
plurality. In Pennsylvania, Truman was 149,147 votes behind 
Dewey, while the congressional candidates on the Democratic 
ticket were only 81,176 behind. ‘The same phenomenon was 
observed in the large cities. Of twenty studied, only three, St. 
Paul, Minneapolis, and Milwaukee, all apparently influenced by 
the midwestern trend to Truman, showed an opposite pattern. 
Specific industrial areas, such as Wayne County, Michigan, and 
Cook County, Illinois, or congressional districts such as those 
embracing Youngstown, Ohio, or East St. Louis, Illinois—all 
these gave lesser support to President Truman than to the 
Democratic candidates. Of the industrial states, only Massachu- 
setts exhibited the opposite tendency. 

What does this reversal of the usual election data imply? 
Primarily, the answer can be found in the approach of the labor 
organizations toward the entire campaign. Congress was viewed 
as the chief offender in regard to the Taft-Hartley Act. In addi- 
tion, the AFL and its labor allies felt that if a satisfactory Congress 
could be elected, whoever was President could probably be 
persuaded to accept a congressional decision in writing a new law 
governing labor-management relations. In any event, it was agreed 
that the enemies of labor in Congress had to be defeated. The 
resultant pressure in the congressional campaigns suggests that 
President Truman was actually returned to office by heavy Demo- 
cratic votes against the congressmen who had voted for the Taft- 
Hartley Act. This should not be taken to mean that the strong 
farm vote for him and his campaigning were not vital factors, 
but that an important component of his success was the heavy 
industrial vote which was not so much pro-Truman as anti-Taft- 
Hartley. 

It remains to be seen whether organized labor and the AFL, in 
particular, can recognize the importance of this lesson. The labor 
leaders of today apparently can block the election of a President, 
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and may be moving into the position where they can in part 
dictate his nomination and assist greatly in his election. Such a 
responsibility is important, and should not be ignored or treated 
as less meaningful than it actually is. 

The existence of a strictly political body such as LLPE within 
or alongside the AFL has created a problem for the parent organi- 
zation—namely, who is to wield the new powers that exist within 

LPE. The older leaders are apparently reluctant to embark 
on new political ventures in waters deeper than those to which 
they are accustomed. Their familiar grounds are the craft union, 
and its immediate needs, services, and problems. They have 
long opposed the extension of the AFL into national politics, in 
part because they feel that the political party, not the trade union 
or its auxiliaries, is the proper functioning organ in that sphere of 
activity. In addition, the fear that a younger group of political- 
minded trade unionists will come to dominate the AFL by means 
of political activities has its deep roots in the AFL’s past history. 

The creation of LLPE, while posing the issue, has also pro- 
vided a solution, not entirely acceptable to the older leaders, but 
almost inevitable under the circumstances. A group of the 
younger, more dynamic men in the top AFL leadership—in 
particular, George Meany, Secretary-Treasurer of the AFL, George 
M. Harrison, President of the Brotherhood of Railway and 
Steamship Clerks, and David Dubinsky, President of the 
International Ladies’ Garment Workers’ Union—has moved 
into the forefront of the AFL’s Executive Council, and 
all three are the juniors of the other important AFL 
leaders by nearly twenty years. The question remains 
whether these men, having risen in the newly created, extra- 
territorial area of power, will in time assume the controlling posi- 
tions within the AFL itself. It is too soon to tell, but the fact 
that the organization is participating with increasing seriousness 
in each succeeding congressional election would indicate that 
they, or their political counterparts, will become increasingly 
important in future activities of the AFL. 
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The AFL’s decision to win repeal of the Taft-Hartley Act 
involves much greater commitments than are commonly realized. 
For one, it makes for permanent participation in national politics, 
even if the Act should be repealed within a year or two. Meany, 
for instance has stated: “. . . in the long run, we can never be 
secure until we have elected to both Houses a clear majority who 
will stand by labor’s rights in fair weather and foul. Once we 
have elected a friendly Congress, we must constantly stay on the 
job in each election to assure the maintenance of a friendly Con- 
gress.” ® Normally, a political organization becomes dormant in 
the period between elections, to be resurrected again as the cam- 
paigns begin anew. After the 1948 campaign, however, the LLPE 
national committee amended the bylaws of the organization to 
convert it into a political education auxiliary, which would oper- 
ate in the period between elections, urging voters to register, pay 
poll taxes, and participate in the primaries as well as in the elec- 
tions. This latter decision to re-emphasize the primaries after a 
twenty-five-year lapse is fairly important, since labor can wield 
even greater power by intelligent mobilization of the registered 
party vote than in the final election. 

All this work calls for large quantities of money, a fact of which 
the AFL is well aware. The 319,000 dollars spent in 1948 
amounted to several times more than the AFL had spent in all 
its previous campaigns together. —The amount for succeeding cam- 
paigns is expected to be much greater. Up to October 5, 1949, 
582,654 dollars had already been collected by LLPE in direct 
contributions from participating unions, with another 80,000 dol- 
lars pledged. This money was spent largely on the educational 
campaign which terminated on February 1, 1950. Since that 
date, a double bookkeeping system has been put into effect by 
LLPE. Two-dollar voluntary contributions are being sought 
from the AFL’s members to finance the direct political activities 
in the 1950 congressional campaign, while the balance of edu- 
cational funds collected directly from the various AFL unions 


8 Ibid. 
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is being spent on the purely educational aspects of the elections. 

A large part of this latter sum has been spent on radio broad- 
casting. Despite the fact that organized labor was receiving free 
radio time worth about 750,000 dollars yearly, the AFL decided 
to invest an identical amount for a daily labor commentator. 
Frank Edwards was finally chosen to broadcast news and opinions 
on a fifteen-minute program, which began January 2, 1950, on the 
Mutual Broadcasting System, and was later extended to eight labor- 
owned radio stations. 

In addition, the weekly newsletter of LLPE was gradually 
expanded during 1949 into an eight-page tabloid called the League 
Reporter. It discusses political news only, and reports the develop- 
ments in each area of the country in the field of political labor 
action. __All officials-of the AFL national and local affiliates, as 
well as-the-AFL labor journals, are thus kept informed of the 
AFL’s politics from week to week. Copies are sent to all 
members of Congress, in order to advise them of the AFL’s posi- 
tion on varieus-issues. Plans are now being laid to expand the 
paper’s ‘circutation among the trade union public, in order to 
further publicize the cause of labor’s politics. 

The AFL’s willingness to participate in joint political action 
with the other~wings of organized labor for the repeal of the 
Taft-Hartley Act may provide an important part of the base for 
national labor unity, especially in view of the gradual expulsion 
of the communist-led unions from the CIO. United labor com- 
mittees were set up in Minnesota, Illinois, Massachusetts, and 
Pennsylvania during 1949, and in New York and Connecticut in 
January 1950. These committees usually embrace all the trade 
unions, with the exception of the Republican-led carpenters, the 
left-wing former CIO unions, and in New York City, the Inter- 
national Ladies’ Garment Workers’ Union, which controls its own 
local political party. 

This developing labor political unity, if it continues, can have 
a profound effect upon the internal content of the American 
party system. Permanent political victory for labor cannot be 
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taken for granted in a democratic society, where social forces 
more numerous, complex, and powerful than the organized labor 
movement exist, and where the influence of government is becom- 
ing ever greater and more important. The AFL’s commitment 
amounts to a form of permanent electoral mobilization, expensive 
and wearing for the trade union as such. When the AFL leaders 
come to realize this, LLPE must either change its nature and 
become or help to form a party, or it must seek allies on the 
social front, for control of the political machine. 

The latter is the more likely possibility, and the AFL has begun 
to express in many ways its new-found affinity with the small and 
medium farmer. The AFL participated eagerly in the two major 
regional conferences sponsored by the Democratic party during 
1949. These meetings, held at San Francisco and Des Moines 
respectively, emphasized the identification of the farmer and the 
worker with the Democrats. ‘The AFL’s record of the voting in 
the 1949 session of Congress now includes votes on farm measures 
as items of vital importance in judging a legislator. Thus in these, 
as in other ways, the AFL may be groping down the road of 
broader political unity so long proclaimed by American liberals 


as the only means of achieving domestic social salvation. 














NEW YORK’S ANTIDISCRIMINATION 
LAW 


BY FRIEDA WUNDERLICH 


I 


O, THE entry of the United States into the second world war it 
became evident to all progressive-minded people that we could 
no longer tolerate the evil old American custom of discrimination 
in employment on account of race, religion, color, and national 
origin. We could not afford so shocking a flaw in our democratic 
pretensions. Besides, we could plainly foresee a desperate shortage 
in manpower, with the withdrawal of millions of men for military 
service and the tremendous demands on industry for war materiel. 
Discriminatory prejudices on the part of employer and employee 
alike had to give way to the national need. 

To accelerate the integration of minority groups in industry 
President Roosevelt set up a Fair Employment Practices Commis- 
sion, with jurisdiction in the limited fields of employment falling 
under federal jurisdiction, temporarily vastly expanded to cover 
war contracts. State governments, notably that of New York 
under Governor Herbert Lehman, set up committees against 
discrimination under the State.War Council. These committees 
were emergency inventions, with ill-defined power of enforcing 
their decisions. Few of them exerted any appreciable influence. 
The New York committee, however, by developing an efficient 
field service, was able to promote the employment of thitherto 
excluded groups, by persuasion and conciliation. 

But at best the New York committee could cover only a minor 
part of the field, and only with limited effectiveness. As the 
war was drawing toward its close the committee was plainly 
destined to disappear with the War Council, leaving the problem 
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of discrimination in employment just where it had been before 
the outbreak of war. 

Antidiscrimination sentiment had become widespread in the 
State of New York, and a strong movement was developing for 
a permanent fair employment practices act, with real powers of 
enforcement. Following the failure of a bill on discrimination in 
employment, which never emerged from committee, the legislature 
set up in the summer of 1944 a Temporary Commission, consisting 
of members of both houses, equally divided between the two major 
parties, and with an equal number of persons from outside the 
legislature. This Commission was instructed to explore the whole 
field of discrimination in employment, and to work out a bill for 
presentation to the legislature at its next session. 

The Commission had been empowered by the act creating it 
to organize hearings throughout the state, in order to crystallize 
public opinion. There was opposition on the part of some 
employers and labor unions, on the usual grounds of the right of 
the employer to select his workers as he pleased, and the right of 
labor unions to admit to membership or reject, as they saw fit. 
But the supporters of the bill, all the religious organizations, 
almost all civic bodies, the great majority of organized labor, 
the minority groups, made so powerful a show of force that opposi- 
tion could hardly raise its head. Early in 1945 the bill was passed 
by heavy majorities in both houses and signed by the Governor. 

The Law Against Discrimination’ declares “the opportunity 
to obtain employment without discrimination because of race, 
creed, color or national origin” to be a civil right, repeating 
thereby a formulation of American faith included in the Consti- 
tution of New York State. It establishes a state agency with 
power to eliminate and prevent such discrimination on the part 
of employers, labor organizations, employment agencies, and other 
persons. Enforcement of the terms of the declaration is invested 
in a Commission of five members (with staggered five-year terms), 


1New York Laws 1945, Ch. 118. It became Article 12, Secs. 125-36, of the 
Executive Law (Ch. 18 of the Consolidated Laws). 
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empowered to investigate discrimination, hold hearings, take 
testimony, subpoena witnesses, demand that books be produced 
for examination, and to promulgate rules governing practice and 
procedure. 

The law imposes the following prohibitions: 

1. An employer may not refuse to hire or to discharge indi- 
viduals because of race, creed (religious belief), color, or national 
origin. Practices regarded as discriminatory during employment 
relate to compensation, and terms, conditions, or privileges of 
employment. According to its Counsel, the Commission interprets 
discrimination as including also the practice of quota employment, 
maintenance of equal but separate facilities, and the limitation of 
opportunities through job stratification.” 

2. A union may not exclude or expel an individual from its 
membership or otherwise discriminate against any individual on 
grounds of his race, creed, color, or national origin. Maintenance 
of auxiliary unions for persons of a particular race has also been 
ruled illegal. 

g. An employer or an employment agency may not discriminate 
in advertising or in application forms and inquiries prior to 
employment. ‘The Commission’s interpretation of the law has 
made it illegal for employers and employment agencies to ask 
any questions that would reveal the race, creed, color, or national 
origin of the individual. 

4. No group may discriminate against a person who opposes 
unfair practices or files a complaint. 

Exempt from the jurisdiction of the Act are (1) nonprofit social, 
fraternal, charitable, educational, or religious associations or cor- 
porations, from whom the Commission endeavors to obtain 
voluntary cooperation, (2) employers of fewer than six persons, 
(3) domestic servants, and (4) individuals employed by a parent, 
spouse, or child. State and municipal agencies and other sub- 
divisions of the state are included in the jurisdiction of the law, 


2 Henry Spitz, “The New York State Law Against Discrimination,” in New York 
State Bar Association Bulletin (February 1948) p. 12. 








222 SOCIAL RESEARCH 


but the United States government and its subdivisions, agencies, 
and instrumentalities are excluded. Maritime and railroad em- 
ployment within the territorial limits of the state are covered.* 

The importance of the law lies in the procedure adopted to 
abolish discrimination. Any person claiming to be aggrieved may 
by himself or through his attorney file a complaint in writing, if 
necessary with the help of the Commission’s office. —The complaint 
must be made under oath. Complaints may also be filed by 
employers whose employees refuse to comply with the provisions 
of the law, and, in the case of unfair advertisements or application 
blanks, by organizations interested in promoting a program of 
nondiscrimination. ‘The Attorney General and the Industrial 
Commissioner are likewise entitled to file complaints at the request 
of the Commission. Even telephone and anonymous complaints 
may be acted on. Once received, a complaint is assigned to 
one of the five commissioners, who is obliged to investigate the 
facts with the aid of the staff. If a preliminary investigation by 
a field representative reveals no cause for the charge, the complaint 
is dismissed. Request for reconsideration may be granted or 
denied by the chairman. 

If probable cause exists, the commissioner endeavors by con- 
ference, conciliation, and persuasion to eliminate the unfair 
practices. The commissioner and his staff do not disclose what 
occurs in the course of such endeavors. If these methods fail, 
the commissioner can then order a hearing before three other 
members of the Commission, which may result in a cease and 
desist order. Disobedience of such an order is a punishable mis- 
demeanor; complainant or respondent can apply to the courts 
for review. The Commission can order employers to hire, rein- 
state, or reinterview persons, to upgrade employees with or with- 
out back pay, or to make available to them the next job oppor- 


3 State Commission Against Discrimination, Annual Report, January 1, 1948- 
December 31, 1948, pp. 42 ff. Annual reports of the Commission will hereinafter 
be referred to simply as Report with the date. 

4A civil servant may seek redress through either the Civil Service Commission 
or the Commission Against Discrimination. 
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tunities for which they are qualified. Unions can be ordered to 
restore excluded persons to membership. Reconsideration of un- 
satisfactory agreements can be demanded by the complainant. Such 
applications are ruled on by the chairman, who may order a review 
by the other members of the Commission.*® 

A source of information regarding illegal practices is the New 
York State Employment Service, which instructs its personnel 
not to refer applicants to employers who give discriminatory 
orders, though the law does not require the Service to do this. 
Such cases are investigated by the Service, and an attempt is 
made to obtain a change of specification from the employer. 
Both changed and unchanged orders are reported to a liaison 
officer who gives a monthly report to the Commission. Further 
negotiations are taken up, as in complaint cases, by a commissioner 
or assigned for investigation to a local council, and the resulting 
agreement is then reported to the liaison officer. 

The Commission has enlarged its sphere of action by starting 
investigations on the basis of information, supported by some 
evidence, about unfair employment practices but without specific 
complaints by aggrieved persons, even though in such cases it has 
no power of enforcement. Between July 1, 1945, and December 
31, 1949, 493 investigations were undertaken on the Commission’s 
own initiative. In 124 of these cases no unlawful practices were 
found, but in 325, discriminatory patterns were disclosed and 
adjusted.® 

During the same period the Commission received 1,597 verified 
complaints, 70 percent based on race, 16 percent on creed, and 
6 percent on national origin; * 8 percent were withdrawn by the 
complainant or closed because of lack of jurisdiction. Reviewing 
the targets of accusation, we find that.81 percent of the cases con- 


5 Agreements are reviewed within approximately six months to check whether 
commitments have been carried out. 

6 Report, 1949, Appendix A, Table 7. As of December 31, 1949, 44 cases were 
still open. Of the investigations tabulated, 366 concerned employers; 45, employ- 
ment agencies; 47, unions; 35, others. 

7 Ibid., Appendix A, Tables 2-6. 
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cerned employers, 7 percent employment agencies, 10 percent 
unions, 2 percent persons aiding in unlawful acts or committing 
such acts in areas outside of employment. With regard to the 
particular nature of the discriminatory action, the cases divide as 
follows: 45 percent of the complaints were made because applica- 
tion for employment was denied, 20 percent because of dismissal, 
12 percent because of conditions of employment, 6 percent because 
of withholding of referral by agency, 10 percent because of with- 
holding of union membership or imposition of special conditions, 
and 7 percent for other reasons including cases unrelated to employ- 
ment. In 2g percent of the closed complaints, probable cause 
to credit the specific allegations was found, and in 65 percent an 
overall pattern was adjusted. In 28 or 30 cases money damages 
were paid to the claimant.® 

Complaints embraced occupational categories and more than 
100 separate occupations in all the major divisions of industry— 
communications, transportation, and other utilities, banking and 
insurance, building construction, retail and wholesale distributors, 
pharmaceutical and chemical industry, electronics, baking indus- 
try, hotels and restaurants, and so on.? The companies involved 
ranged from those with six employees to very large plants. 


It 


Since the life of a law is in its administration, it is important to 
know just how the State Commission has administered and 
interpreted the law against discrimination. 

At the time when the battle for a permanent federal Fair Em- 
ployment Practices Commission raged, there was considerable 
discussion of whether the law merely sanctions attitudes “pre- 
viously embodied in the mores” or consciously initiates and manip- 
ulates attitudes ‘“‘to achieve purposes which find no sanction in 


8 Federal Fair Employment Practice Act, Hearings before a Special Sub- 
committee on Education and Labor, House of Representatives, 81st Congress, 1st 
Session, on HR 4453 (May 1949) p. 246. 

9 Ibid., pp. 7-8. 
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the mores themselves,” ?° whether the law simply “mirrors com- 
munity behavior patterns” or acts as a vital dynamic force. 
The antidiscrimination legislation was frequently justified with 
the argument that we legislate not against the prejudice, not 
against an attitude, but against its manifestations, just as the 
National Labor Relations Act made no attempt to cope with the 
employers’ prejudice against trade unions, but inhibited dis- 
criminatory practices. ‘The law does not deal with men’s hearts 
but with the mores.!? Prejudice, it was argued, is frequently the 
result of discriminatory practices which can be outlawed. 

It is the Commission’s philosophy, however, that the New 
York law was not enacted merely to fight the result of prejudice, 
but to fight the prejudice itself. Perhaps the word “‘fight’’ should 
not be used in this connection. It is too militant to characterize 
the Commission’s attitude, which is directed toward overcoming 
prejudice by conciliation and education rather than abolishing 
discrimination by fiat. This goes beyond the belief that external 
attitudes will influence internal convictions and that a reduction 
of discrimination will inevitably lead to the reduction of prej- 
udice.'* ‘The commissioners’ experience seems to lead them to 
the conclusion that prejudice is always based on fear—indeed, on 
a wide variety of fears—and that education will result in rooting 
out these fears. But the Commission is not satisfied to educate 
merely by giving the employer the chance to learn that Negroes 
are competent workers and that fears of unfair competition and 
unpleasant social intercourse are unfounded. It injects educa- 
tion into the negotiation and conciliation process itself. Strong 

10 Carey McWilliams, “Race Discrimination and the Law,” in Science and 
Society, vol. g (Winter 1945) no. 1, p. 6. McWilliams quotes (p. 9) from Plessy 
vs. Ferguson (163 US 537) in which the court upheld the principle of segregation 
with the argument that “legislation is powerless to eradicate racial instincts or to 
abolish distinctions based upon physical differences and the attempt to do so can 
only result in accentuating the difficulties of the present situation.” 


11 Alex Elso and Leonard Schaufield, “Local Reguiations of Discriminatory 


Employment Practices,” in Yale Law Journal (February 1947) p. 432. 
12 Alvin Johnson, “Discrimination and Law,” New School Bulletin, April 10, 1944. 
18 Shad Polier, “Law, Conscience and Society,” in Lawyers Guild Review, vol. 6 


(January-February 1946) p. 491. 
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enforcement has in fact been supplanted by long-range education. 
The teeth of the law—cease and desist orders and penal sanctions 
—remain unused. Hearings have been held in only one case 
and lasted but a few minutes, because the contractor charged with 
discriminatory practices worked for a city government project 
and had come to an agreement with the Commission shortly 
before the city election. Only the results of the settlement were 
announced at the hearings. The Attorney General and the 
Industrial Commissioner have not been called upon to file any 
complaints since the law was enacted. While resort to sanctions 
might, in the opinion of the Commission, result in “‘temporary 
compliance which could only be maintained by a policing opera- 
tion that in the end would assume formidable proportions,” 1+ 
the violators would not be educated thereby. 

The Commission regards as more important than the investi- 
gation of the individual complaint its review of the overall 
employment practice of the particular respondent involved. In- 
quiry into the latter has become necessary in order to determine 
the probable cause of the complaint and to forestall further com- 
plaints against the same employer. Thus, the specific charge and 
the overall pattern are investigated simultaneously, and it has 
happened that while no cause was found for the particular com- 
plaint, there did exist discriminatory practices of employment in 
the plant concerned. Subject to investigation are all steps in 
hiring, firing, and promotion procedures: methods and sources 
of recruitment, application blanks, job specifications, interviews, 
wages, procedures of dismissal and promotion. 

Since it is considered desirable that employers keep no records 
of the race, creed, or national origin of their employees, no ques- 
tion is asked about the number of Jews, Negroes, or particular 
nationalities employed. At the same time, visual inspection, and 
examination of names, places of residence, holiday absences, type 
of employment offices used for recruitment, and the like, yield a 
general impression of the employment pattern. 


14 Report, 1948, p. 9. 
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The Commission points with pride to the fact that it has ad- 
ministered the law in an atmosphere of cooperation rather than 
conflict. In the conduct of any investigation, field representatives 
are instructed to act as educators as well as investigators. No 
threats are to be used. Conference, conciliation, and persuasion 
are to be directed toward an adjustment agreement, that is, a 
voluntary commitment of the respondent to comply with the law. 
Actually these commitments could be the same as those which 
would be imposed after a hearing. The very essence of the 
conciliation process, however, is one of compromise, whereby 
some lessening of the commitment is made in return for the 
employer’s willingness to negotiate. 

Commitments may concern the above-mentioned measures— 
that is, agreement to hire, reinterview, reinstate, or upgrade em- 
ployees, or to make available to them the next job opportunity '° 
—and must contain in addition the following pledges: 

1. All future hiring and upgrading will conform with the law 
and, since subordinates often act in their own prejudiced person, all 
personnel connected with the hiring process shall be so instructed.'* 
In some cases employers have agreed to inquire into the attitude 
of their personnel officers and to take steps (including disciplinary 
action) to eliminate prejudices which might preclude compliance 
with the law. 

15In one case, the employer agreed to submit all employment records to the 
Commission every three months until the complainant was hired (ibid., p. 21). 

16 Montgomery Ward & Co. agreed to issue “written instructions to its employees 
whose duty it is to interview and pass upon the qualifications of applicants, to 
keep a record of all applications for employment during the ensuing 6 months, 
including information as to which applicants are Negroes, and information as to 
whether or not such applicants were employed; or if rejected, the reasons therefor. 
Such records to be made available for inspection by the Commission when making 
its usual recheck.” The company agreed to ascertain by personal interview the 
attitude of each of its applicant interviewers and department and division heads 
toward the law, so as to insure compliance with its aims (ibid., p. 28). 

In another case, the employer was required to instruct the receptionist and 
telephone switchboard operators that all persons applying for employment in 


answer to advertisements or orders placed with the employment agencies must 
be granted an interview by the company’s hiring officers (Report, 1949, p. 31). 
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2. The Commission’s posters outlining rights and obligations 
under the law will be publicly displayed.” 

3. Application blanks will be devoid of questions aimed at 
revealing the applicant’s race, creed, color, or national origin 
and no such inquiries shall be made.'* The Commission has 
published a list of twenty-five pre-employment inquiries which 
have been ruled unlawful.'® This includes, among others, ques- 
tions with regard to former name in case name has been changed, 
maiden name of a married woman, religious affiliations, color of 
skin, country of birth, commonly used language, membership in 
organizations which might indicate race and creed. The Com- 
mission has ruled, however, that the employer may set the require- 
ments for satisfactory job performance, provided that the same 
standards of qualifications are applied to all applicants. 

4. The future employment pattern shall reflect the integration 
of members of minority groups. 

In some cases, a promise has been given to utilize employment 
offices not heretofore used, such as the New York State Employ- 
ment Service, the Urban League, the Federation Employment 
Service, and similar agencies, so that members of the excluded 
groups may come within the orbit of selection. Employers have 
also agreed to advise their employment agencies to make referrals 
only on the basis of qualifications without reference to race, creed, 
or national origin.2® Some employers have further agreed to 

17A bakery which claimed that customers had objected to the handling of 
bakery products by Negroes agreed to educate the customers by distributing 
pamphlets and displaying posters of the Commission (ibid., pp. 31-32). 

18In 1949 the Commission reviewed the application blanks of 173 firms, in 
addition to those involved in complaint and investigation cases (ibid., p. 6). 
Application forms of 2,415 organizations have been examined since July 1, 1945; 


1,454 Of them contained one or more questions which the Commission asked to 
have deleted (ibid., p. 19). 

19 Report, 1948, pp. 57 ff.; Report, 1949, pp. 42 ff. A bill, recommended by the 
Commission and amending the Civil Service Law by eliminating the requirement 
that an applicant for examination state his place of birth, was passed on April 
5» 1949. 

20 When investigation into a gas company’s hiring practice revealed that new 
employees were secured through recommendation of existing employees, that 
these employees were predominantly of one religious faith, and that this method 
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give periodic reports to the Commission about job applicants and 
reasons for their selection or rejection. 

Employment agencies have signed agreements not to accept dis- 
criminatory job orders, and to advise employers who attempt to 
fix discriminatory specifications that such orders cannot be ac- 
cepted and that referrals must be based only on qualification.** 

Employers’ compliance with the agreement is checked peri- 
odically by the Commission. With infinite patience, the pro- 
cedure of negotiation, conciliation, agreement is renewed, when- 
ever the respondents fail to comply. It may be a long-drawn-out, 
in some cases a never-ending, process, if the commissioners do not 
succeed in bringing about an actual change of heart and mind. 
On occasion it takes great ingenuity to prove that a prejudice is 
unjustified. For example, when employees of a certain company 
refused to work with a Negro for fear of contracting a venereal 
disease, resistance crumbled only when the commissioner sug- 
gested that all employees, white and colored alike, submit to a 
medical examination.” 

The concept of conciliation as an educational process shifts the 
main interest from the complainant to the respondent. As the 
first chairman of the Commission frankly declared: ‘“The mere 
passing on an individual complaint and the restoration to service, 
to employment, of the individual complainant means nothing 
unless we can get a conversion on the part of the employer, and 
a change in the pattern; therefore we have deemed it more 
important to effect a conciliation whereby an employment pattern 
will be changed and a number of John Doe’s employed, rather 
than merely to make a finding in a specific instance. And that 
has been the result in many of these cases.” 78 


of recruitment helped to perpetuate the existing religious pattern, the company 
agreed to utilize the services of the New York State Employment Service or 
similar agencies as well as its current sources of recruitment (Spitz, op. cit., p. 10). 

41 Report, 1948, p. 22. 

22 Spitz, op. cit., p. 12. 

23 Henry C. Turner, in Anti-Discrimination in Employment, Hearings before a 
Sub-Committee of the Committee on Labor and Public Welfare, U. S. Senate, 
June 11-July 18, 1947, 80th Congress, 1st Session (Washington 1947) pp. 332-33. 
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The individual complainant is less harmed by this conciliatory 
attitude than it may appear. The National Association for the 
Advancement of Colored People, the American Jewish Congress, 
and the Urban League of Greater New York refer cases to the 
Commission, and participate in conciliation proceedings. Com- 
plainants who seek counsel from these organizations benefit by 
their attorneys’ determined efforts in their behalf. Moreover, 
minority organizations also have frequently suggested and brought 
about changes in the Commission’s policy which aid the indi- 
vidual.”* 

Thus we have the strange phenomenon of a law which the 
authorities have no intention of enforcing with all the means 
provided for this purpose, but which is used mainly as an instru- 
ment of persuasion. It may be partly due to this spirit of con- 
ciliation and temperate administration that none of the dire pre- 
dictions of the enemies of the law have materialized: no em- 
ployer has moved his plant to another state; no employer has 
been intimidated by firebrands, pilloried for small infractions, or 
compelled to hire incompetent candidates; plant morale has not 
been disrupted; no violent animosities against minorities have 
flared. Business tranquility has not been disturbed. There has 
been no customer resistance to Negro salespersons in department 
stores. There has been no blackmailing. Only a few unsuccess- 
ful candidates have rationalized their lack of qualification by 
assuming discrimination, and all such cases have been screened 
out as groundless charges. On the contrary, one of the main 
difficulties of the Commission has been to get the victims to make 
complaints. 


III 


In view of the Commission’s attitude of forbearance, the number 
of businesses and unions that have conformed to the provisions 


24 They have also formed a Committee to Support the Ives-Quinn Law, partly 
to help dispel civic inertia, partly to influence the Commission to make full 
use of its powers. 
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of the law and cooperated with the Commission, and the success 
of the Commission’s action in changing employment tactics, are 
surprising. | 

The Commission is convinced that though it has not com- 
pletely eradicated discrimination, it has reduced its incidence and 
has “created greater opportunities in employment for hitherto 
proscribed groups than have ever before existed.” * ‘The reports 
of the Commission support this statement, although the self- 
imposed rule that cases can be publicized only with the consent 
of the violator tends to conceal the effectiveness of its work. 

As early as 1946 the Commission reported that resistance to the 
law had lessened: “Employees of all groups are being hired and 
upgraded into new categories.” 2° According to the 1948 Report 
the Commission had succeeded in removing discrimination against 
Negroes as waiters in grill cars on the New York, New Haven 
and Hartford Railroad (pp. 25 ff.) and against Negro workers in 
a textile factory where the employer claimed that he had met 
with resistance of his workers (pp. 30 ff.). Negro girls secured 
employment in‘the telephone exchanges as operators or clerks 
and Negro men in telephone installation (p. 11).27 While prior 
to the enactment of antidiscrimination legislation in New York 
State there was only one major department store which offered 
employment opportunities to qualified Negroes beyond menial 
jobs,”* the majority of large stores now have on their payrolls an 
appreciable number of Negro sales clerks, bookkeepers, account- 
ants, assistant buyers, and junior executives.”® Banks have begun 

25 Report, 1948, p. 12. 

26 Report, 1946, p. 7. 

27 According to the Commission’s acting chairman, E. W. Edwards, the number 
of girls employed as switchboard operators and in clerical positions in the New 
York Telephone Company has increased from approximately 200 to 500 in the 
New York office alone. since the Commission has been functioning. Moreover 
Negro girls are now employed by the telephone companies in 11 other upstate 
cities (Federal Fair Employment Practice Act, Hearings . . ., May 1949, cited 
above, p. 243). 

28 Julius A. Thomas, ibid., p. 478. 


29 Julius A. Thomas, “Trends in the Employment of Minority Groups: II,” in 
American Management Association, Personnel Series, no. 128 (New York 1949) p. 20. 
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to hire Negroes. A loan company that never employed a Negro 
prior to 1945 at present employs Negroes as investigators, cashiers, 
loan managers, secretaries, and clerks.*° Even where the Com- 
mission has no jurisdiction there have been gains. ‘‘With increas- 
ing frequency one notes that a hospital has lowered its bars 
against Negro nurses or internes, a public school system upstate 
has employed its first Negro teacher.” ** 

Minority group organizations confirm these reported gains. 
That the Metropolitan Life Insurance Company, which before the 
law was enacted did not employ a single colored person, today 
employs from 200 to 300 and professes its desire to comply with 
the law, has been attributed to the work of the Commission. 
The Commission also gets credit for a change in attitude, however 
slight, toward the Negro on the part of certain other insurance 
companies. 

The number of cases of discrimination reported by the New 
York State Employment Service has decreased from 1,387 in 
1942, when the Service began to assemble reports, to 697 in 1945 
and 574 in 1948. Change of specifications on request of the 
Service, however, has become more difficult since 1945.°? 

That reports of successes concern Negroes mainly 33 may be 
attributable to the fact that they are the main victims of discrimi- 
nation, have the highest visibility, and can frequently be placed 
in the lowest jobs. Jews have, to a certain degree, escaped dis- 
crimination by concentrating in a few industries and occupations. 
That many of them are qualified for higher jobs makes discrimina- 


80 Caroline K. Simon, “Causes and Cure of Discrimination,” in New York Times, 
Magazine, May 29, 1949, p. 36. 

31 Report, 1948, p. 12. ‘ 

82 Compilation of Discriminatory Reports NYSES Received During 1948 (March 
1949) Table III. Some successes outside the area of employment concerned the 
removal of a sign reading “Gentile Management” from a hotel, and the commit- 
ment of the Pennsylvania Railroad not to designate special seats for colored 
people (Report, 1949, pp. 21, 81 ff.). 

83 Only 95 complaints have been based on discrimination because of national 
origin since the enactment of the law. This figure would have been larger if 
the Commission had included Puerto Ricans in its jurisdiction. 
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tion against them more subtle. But Jews also have been aided 
by the New York law; this is confirmed by their counsel and also 
by a survey sponsored by the National Community Advisory 
Council, which covers twelve cities and approximately 80 per- 
cent of the Jewish population of the United States.** The survey 
revealed that New York City experienced 6 percent fewer com- 
plaints in the postwar period, while out-of-state cities showed a 
rise of g3 percent. In New York City, 7 percent of all persons 
interviewed were refused jobs by reason of religion; in eleven 
cities outside New York State, the proportion was 15 percent.* 

Achievements with regard to unions were reported in 1947 in 
the railroad field, where strong discrimination is traditional. 
Thus, the Brotherhood of Railway and Steamship Clerks, Freight 
Handlers, Express and Station Employees were persuaded (1) 
to eliminate from its national constitution the restriction of 
membership to white persons, (2) to transform Negro auxiliaries 
into regular locals, and (3) to make it possible for Negroes to 
transfer to any other local. The International Association of 
Machinists removed from its ritual a provision applying to white 
members only.*® Out of a total of seventeen unions that had 
rules and constitutional provisions contrary to the law, eight 
eliminated clauses restricting membership to white persons, and 
nine made such clauses inoperative in New York State.*" 

The Commission believes that it has effectively fought against 
pre-employment discriminatory inquiries by employers and em- 
ployment agencies in application blanks and advertisements. No 
reference to the prevailing social pattern, to traditional practices, 
to customers’ and employees’ preferences is allowed to justify 
illegal questions. Nor is an employment agency permitted to 
withhold referral of an applicant for employment “‘because he may 


84 Quoted in Fair Employment Practice Committee, Final Report, June 28, 1946, 
Pp. 46-47. 

85 In New York City, job applicants were asked their religion by 15 percent of 
the firms surveyed, in other cities, by 60 percent. 

36 Report, 1948, p. 34. 

37 Ibid., pp. 35-36. 








234 SOCIAL RESEARCH 


feel unhappy working among people who are not his kind,” * 
or because the agency knows that the employer discriminates in 
hiring. 

As early as 1946,°° the Commission reported that “in the 
important urban centers newspapers had cooperated to eliminate 
discriminatory ‘want ads’.” In 1948, newspaper cooperation was 
again stressed. And even the New York telephone directories 
collaborated in eliminating discriminatory language in their 
advertisements.*° 


1V 


The Commission ascribes its success to its intensive educational 
efforts.*! In addition to what is included in the complaint pro- 
cedure, this activity falls into three categories: conferences with 
business and labor organizations; establishment of local com- 
munity councils; and school programs. Much of this education 
is directed toward potential offenders. 

The conferences with chambers of commerce, trade associations, 
and industry groups have been used effectively to prevent dis- 
crimination. For example, in 1948, conferences with the con- 
fectionery industry, private hospitals, and surety companies re- 
sulted in the recommendation to all affiliates of various means for 
abolishing or forestalling discriminatory practices. Some of the 
conferences led to a modification of in-service training programs 
to include information on the law by circulating to all employees 
pamphlets issued by the Commission. An advisory agency is to 
be set up for the hotel industry to facilitate the solution of its 
discrimination problems. Similar advisory agencies have been 
planned for the banking and insurance industries and public 


utilities. 
In addition, the Commission has carried out with great enthu- 


38 Spitz, op. cit., p. 12. 

39 Report, 1946, p. 7. 

40 Report, 1948, pp. 36-37. 

41 Only a few of the Commission’s educational activities can be mentioned. 
For a full description, see Report, 1948, pp. 68 ff.; Report, 1949, pp. 48 ff. 
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siasm an extensive program designed to spread general knowledge 
and understanding of the law and to “create a climate of public 
opinion which should be favorable to the administration of the 
law.” # This program is pursued with the help of ten local 
community councils composed of prominent members drawn 
from all levels of society. (A network of such councils covering 
the state is contemplated, but it has been thought advisable to 
gain more experience before spreading too thin.) With the help 
of a field representative, these councils work to build local good- 
will. Concerned with the general climate in which discrimina- 
tion grows, they have not restricted themselves to the area regu- 
lated by law. They have, among other activities, held forums, set 
up speakers’ bureaus, and studied specific instances of discrimina- 
tion in their communities, such as police brutalities against 
Negroes, discrimination against them in hotels, admission practices 
of private schools, admission of Negroes to the professional staffs 
of hospitals, and internships for Negro doctors.4* From time to 
time delegates from the councils meet with the headquarters staff 
to pool experiences, discuss problems, and consider new sugges- 
tions. 

The Commission has established leadership courses for its 
councils, and has provided speakers for clubs, churches, and vari- 
ous community organizations.‘ Joint conferences have been 
held with unions, Young Men’s Christian Associations, magazine 
publishers; and workshops have been conducted to give workers, 
students, and professional leaders the opportunity to work together 
intensively for a few days. In Syracuse, a joir committee of the 
Commission and the Council of Social Agencies held an institute 
of visiting nurses, police, and social workers, to study the tensions 

42 Report, 1948, p. 7. 

43 Ibid., pp. 76-77. 

44 During 1948, approximately 500 organizations used the Speakers’ Bureau of 
the Commission (ibid., p. 69). In 1949, 312,082 copies of the Commission’s publi- 
cations were distributed, and radio programs were also used. ‘Ten films were 
exhibited to groups which comprised audiences totaling approximately 521,960 


persons (Report, 1949, p. 48). A “March of Time” film depicting the work of 
the Commission and radio shows will provide further publicity. 
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in the Negro areas of the city and to work out an integrated plan 
for easing them. In White Plains, a Human Relations Center 
has been especially effective in bringing about school-community 
cooperation.*®* A clearing house has been set up by the Center 
to list good local community practices, to hear cases of discrimina- 
tion, and to find sensitive spots in the community that bear 
watching. Teachers discuss the problems they encounter under 
the leadership of a trained consultant. An interesting experiment 
was conducted in Troy in cooperation with the CIO. Fifty-five 
key shop stewards, chairmen, and committeemen of the textile 
and steel industries were released on company time for a con- 
ference devoted to discussion of the law. Particular situations 
encountered by the stewards were spontaneously presented in 
socio-dramatic form by members of the audience and then critically 
discussed. It is planned to hold similar conferences in coopera- 
tion with both the CIO and AFL. 

Work in conjunction with the schools has been very promising, 
and the aim is to cover every school in a systematic and intensive 
way. A squad of six or eight people is sent directly to the school 
for two or three days to explain to seniors and juniors the im- 
portance of the fight against discrimination. A preliminary 
meeting with members of the faculty may be held to explore 
neighborhood conditions and to plan an appropriate program— 
schools in Harlem, for example, would need a quite different 
program from those in a rich white neighborhood. Assemblies 
are called, student panels set up, speakers provided for social study 
classes, and parent-teacher meetings arranged to explain the pro- 
visions of the law. In New York City seven or eight schools 
were completely covered in 1948, while a total of eighty-three 
(120 in 1949) ** received some measure of instruction. Speeches 
were held in teachers’ colleges. Meetings of the councils with 
vocational guidance counselors from the public and parochial 
schools encouraged counselors to advise training of young people 


45 Report, 1948, p. 73. 
46 Report, 1949, p. 56. 
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entirely in accordance with their abilities and without regard 
for prejudice. 

In terms of long-run potentialities, these educational activities 
are regarded by the Commission as the most significant part of 
its work. 


Vv 


The Commission has made no attempt to measure the success of 
its work by assembling statistics on the number of formerly pro- 
scribed individuals who are now employed, as compared with 
the number employed prior to the passage of the law. This is 
partly due to its desire not to have employers keep records about 
race, creed, and the like, partly to the awareness that statistical 
surveys often fortify the false belief that quota employment con- 
stitutes compliance with the law,*? and partly to the conviction 
that in any case statistics could not tell the whole story. Education 
cannot be measured statistically. Figures would always be in- 
complete because, as the Commission stresses, “the successful 
treatment of each case, although reflecting statistically only one 
complainant and one respondent, may and does in many cases 
affect thousands of persons in this state.” *® Moreover, there is no 
way of estimating “how many organizations acting under the 
impact of the law have voluntarily revised their employment 
practice.” 4° 

The relatively small number of complaints filed is no indication 
of the actual extent of discrimination. It is, rather, an indication 
that the law is not widely enough known, especially among those 
suffering most from discrimination. This seems to be the case, 
even though some minority organizations and trade unions dis- 
tribute pamphlets to their members interpreting the provisions 
of the law in plain language and explaining one’s rights under 
the law. The unions try to persuade their members that it is 


47 Report, 1948, p. 11. 


48 Report, 1947, p. 9. 
49 Simon, op. cit., p. 36. 
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worth the trouble to complain. But their efforts have not been 
intensive enough, and the Commission’s publicity has been di- 
rected less to the minority groups than to possible offenders, to 
the community as a whole, and to youth. A study sponsored by 
the Research Committee on Intergroup Relations and the Com- 
mission on Community Interrelations of the American Jewish 
Congress, surveying 504 residents of New York City, found that in 
spite of such publicity only 8 percent of the Jews and 4 percent of 
the Negroes had any genuine understanding of the law. Although 
19 percent of the sample believed themselves to have been victims 
of discrimination, only 1 percent had made complaints.*° 
Furthermore, many members of the excluded groups seem 
to prefer evasion of the issue to direct action against it. Em- 
ployees may not want to be known as troublemakers, or they may 
fear repercussions such as blacklisting, or they may count on 
other employment opportunities. Some, believing the law to be 
in Opposition to human nature, hold it to be unworkable and 
therefore accept discrimination as inevitable. Others fear au- 
thority, and still others refuse to recognize discrimination in the 
face of all evidence to the contrary. In many cases, the com- 
plainant is not eager for a job where he is not welcome, though, 
at the same time, he does want the Commission to eliminate the 
illegal employment policy.*' The length of time required for 
an investigation—an average of three months during which the 
worker looks for another job—and the large proportion of dis- 
missed cases—in 72 percent of the complaints in 1948 no cause 
was found—are other discouragements to potential complainants. 
It is also true that members of the excluded groups are not 
likely to apply for employment with firms reputed to engage in 
50 Gerhart Saenger and Norma S. Gordon, The Influence of Discrimination on 
Minority Group Members in its Relation to Attempts to Combat Discrimination, 
June 1948 (mimeographed) p. 11. There were 15 percent more verified complaints 
in 1949 than in 1948 (Report, 1949, p. 7). This increase is attributed to the 
effect of the Commission’s educational program, the cooperation received from 


civic organizations, and the rise in unemployment. 
51 Report, 1948, p. 21. 
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discriminatory practices. Thus complaints are more frequently 
directed at those who limit acceptance of minority groups than 
against those who bar them completely. The absence of com- 
plaints in a special field, therefore, does not necessarily indicate 
the absence of discrimination, but rather its acceptance by the 
victims or ignorance on their part of their rights under the law. 
“Civic inertia, individual apathy and indifference in regard to 
intergroup problems, vague fears about the law on the part of 
the poorly informed groups, are but an incomplete recital of 
the problems which must be solved by the Commission.” °? 

It is difficult indeed to estimate how far the Commission has 
made inroads into the economic manifestations of prejudice, for 
such factors as the tight labor market and a general trend in 
public opinion complicate the picture. But it goes without saying 
that discrimination is still widespread in many industries and 
occupations, especially public utilities, finance, insurance, and 
heavy industry.** Railroad companies and employers in the 
building trades have not appreciably changed their discriminatory 
employment patterns. Large areas of employment with a tradi- 
tion of discrimination may not yet have been brought to the 
attention of the Commission. Even among those who have 
promised to comply with the law, there are andoubtedly some 
who are paying mere lip service to avoid becoming involved with 
a government agency, though even the hiring of a token force of 
Negroes and Jews to give the appearance of conforming may 

52 Report, 1946, p. 7. 

58 A survey of the insurance industry made by the American Jewish Congress 
in the spring of 1946, covering 198 separate companies with home offices and 
branches in New York employing 25,740 persons, showed that where employment 
figures could be obtained (that is, in offices with 15,445 employees) 4.3 percent 
of the office workers were Jewish and 0.3 percent were Negroes. Since the firms 
that refused information probably employed very few Jews or Negroes, the per- 
centages for the whole group may be still smaller. There appears to be some 
discrepancy between word and deed, since 71.7 percent of the executives queried 
reported that no ethnic group was regarded as preferable to any other; even 
those who professed to favor the Law Against Discrimination had no higher 


percentage of Jewish or Negro employees than the others. See Dian S. Levison, 
“Are Insurance Companies Biased?” in Congress Weekly, December 27, 1946, p. 11. 
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provide a certain educative influence and ultimately a persuasive 
element for full acceptance.** The Urban League reports that 
“there is no major industry in New York City where job dis- 
crimination has been abolished at all levels of skill.... In the 
white collar fields Negro employment is a touchy subject among 
personnel executives. We are advised through private sources 
that methods of continuing ‘selective’ hiring policies without 
being caught by the State Commission Against Discrimination is 
a frequent topic at small personnel gatherings.”®* There is 
reason to believe that some employers evade the law by placing 
orders with job agencies which know their preferences and can 
easily continue tacitly to comply with discriminatory demands. 
Though the Commission tries to control such situations, it is 
obvious that, while direct questions can be removed from appli- 
cation blanks used by the agencies, secret marks can hardly be 
checked. So far only one employer has complained about dis- 
criminatory offers from employment agencies, but some agencies 
have refused to post a Commission notice explaining the law.*® 
And of 121 licensed white collar employment agencies tested in 
late 1946 by the American Jewish Congress, 107 or 88 percent 
were willing to accept an unlawful order.** The typical agency 
assumes that the employer wants to discriminate even if he has 
changed his tactics. In the last analysis, however, it is the em- 
ployer who is the real offender. If an agency follows the advice 


54 Some employers have relaxed their rules sufficiently to ask their agencies for 
“light colored” workers or Negroes that can almost “pass.” ‘This, of course, is not 
acceptance of the spirit of the law at all. 

55 Industrial Relations Activities 1949, Annual Report of the Industrial Rela- 
tions Department, Urban League of Greater New York, submitted by Lloyd H. 
Bailer, p. 3. 

56 Report, 1948, p. 65. A survey made by the American Jewish Congress in 
May 1947 revealed that 101 out of 136 commercial employment agencies dis- 
played no such posters (Anne Mather, Report on the Experience of the Urban 
League, NAACP, and American Jewish Congress with the State Commission 
Against Discrimination with Conclusions and Recommendations, March 11, 1948, 
p- 5)- 

57 Ibid. Urged by the minority groups, the Commission has initiated a study 
of discrimination by employment agencies and has asked various independent 
groups to present evidence of violation of the law. 
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of the Commission to disregard discriminatory requests and 
send Negroes or Jews to employers who do not want them, the 
only result is likely to be additional discouragement and frustra- 
tion for the applicant and loss of a customer for the agency. 
Such cases would require a selling job that few agencies would 
be willing to undertake. 

Even if the policy of large concerns changes at the top level, 
the new concept may not always penetrate throughout the organi- 
zation. There may be nobody who openly violates the law, but 
the resistance at various levels may effectively prevent the hiring 
of unwanted workers. If there are no objective rules for hiring, 
one deals with intangible factors. The personnel officer who 
relies on his own judgment can easily say that the applicant does 
not appear capable of doing the job in question. 

Nor do changes in union statutes guarantee equality of treat- 
ment. In general, the new industrial unions can more easily 
comply with the law than the old craft unions bent on defending 
their vested rights. If unions are closed and issue only few 
membership cards, chiefly to sons of members, it is difficult to 
prove discrimination. Actually, no union has been compelled 
to accept new members. Among the new unions there is a 
scattering of Jewish leaders, while in the old unions Jews are 
leaders only in those with a majority of Jewish members. The 
big railroad unions, those in the construction industries, the air 
pilots unions and others do not seem to have altered their dis- 
criminatory practices as a result of the law. The railroad fire- 
men and trainmen, while officially abolishing the exclusion 
policy for New York State, actually blackball every Negro.®§ 
Plumbers exclude them by closing their books. There are other 
means of not admitting Negroes by collective agreement clauses 
or by barring them from apprenticeship. The Brotherhood of 
Locomotive Engineers has not even changed its constitution.®® 


58 Testimony of Charles Houston in Federal Fair Employment Practice Act, 
Hearings . . .. May 1949, (cited above) p. 133. 
59 Ibid., p. 261. 
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In many cases, sincerity cannot be tested for a long time because 
Negroes, even if put on the railroad list as applicants, have ahead 
of them the names of all those who, as temporary workers, replaced 
regular employees during the latter’s army service and who now 
get the first choice. 

It is also difficult to judge the success of the antidiscrimination 
program in a period of full employment. Once all white Chris- 
tian Americans had been placed in jobs, it was possible for 
Negroes and Jews to get a foothold in industries and occupations 
which had formerly been barred to them. Moreover, an indi- 
vidual discriminated against in one place could get another job 
more easily than he could file a complaint. It would be hard 
to say what part of the increase of Negro women clerks in New 
York City from 3 percent in March 1940 to 13 percent in April 
1947, of those in semiskilled trades from 16 percent to 31 per- 
cent, and the decrease of those in domestic work from 64 percent 
to 36 percent, can be attributed to the law, and what part to 
full employment? Will those who found a place in hitherto 
closed occupations be able to hold their jobs? Can new appli- 
cants rely on fair treatment in these industries when the economic 
picture changes? Obviously, some of this progress is not per- 
manent. Discrimination is always intensified by downward shifts 
in business. Moreover when employment opportunities decrease, 
the formerly proscribed employees are likely to be the first to 
be dismissed, because they are at the bottom of the seniority list. 
At the same time, the fact that many Negroes acquired new 
skills in defense training, through upgrading and on-the-job 
training in industry, has equipped them for skilled occupations 
previously ruled out by lack of experience. 


VI 


The Commission’s philosophy of enforcement by conciliation has 
aroused criticism from those who consider the practice of dis- 


60 Sample survey prepared by the Bureau of the Census for the National Urban 
League (May 1948). 
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crimination too deeply rooted to respond to such mild measures. 
The Commission has been charged with compromising where 
enforcement is required, with placing too much reliance on 
persuasion when a tougher attitude toward recalcitrants would 
make others comply, with dismissing cases too easily for lack of 
evidence, with being willing to settle for less than compliance, 
for example, accepting nothing more than a commitment regard- 
ing future policy as satisfactory adjustment, in order to avoid 
public hearings.* Lack of consideration for the complainants, 
who were even intimidated in some cases, and unsympathetic 
handling were other items in the bill of particulars presented 
by the Committee to Support the Ives-Quinn Law.® Delay in 
settling cases has been ascribed to the Commission’s procrastination 
in initiating investigation—in some cases, months after the com- 
plaint was filed—and to failure of the respondents to comply 
with the Commission’s requests. 

There may indeed be some ground for criticism in certain 
cases.** For example, after two years of investigation, the Com- 
mission dismissed a complaint against the Pennsylvania Railroad 
for having discriminated against Negro veterans and other veterans 
with high seniority for promotion, with the following finding: 
“I find that the employment policy of the Railroad which denied 
you promotional opportunity to the grade of helper until 1941 
and to the grade of mechanic until 1943 solely because of your 
race and color, was the factor which caused you to be adversely 
affected by the application of the Military Seniority Agreement.” 
The complainant might have been willing to take the case to 
court had it been dismissed within a year of filing. Instead, his 
attitude toward the fight against discrimination changed to one 
of complete discouragment. In a case against the Lykes Brothers 
Steamship Company, which removed a Negro radio officer from 


61 Mather, op. cit., pp. 7-8. 

62 The New York State Commission Against Discrimination, An Appraisal of 
Three and a Half Years Under the Ives-Quinn Law (January 1949) pp. 5, 7- 

68 Ibid., pp. 4, 5, 6 

64 Data on the following cases enggiten by the NAACP. 
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one of its boats, thirteen days’ back pay was the controversial 
issue. The complaint was filed in April 1946, probable cause was 
established in June 1948, and the case has not yet been closed 
because of uncertainty over jurisdiction. It may never be closed 
since the company has moved to another state. It would not be sur- 
prising if the American Communications Association, which 
entered the complaint, were to find its old method of throwing 
a picket line around the boat quicker and more effective than 
reliance on the law. This matter of the length of time taken for 
settlement of a case is a legitimate grievance, for it often works 
against the complainant, as in a case concerning the Brooklyn 
Battery Tunnel where the company finished its job and witnesses 
were dispersed all over the country. 

The Commission holds that the mere fact that it is armed with 
authority tends to aid enforcement, because it renders the respond- 
ent more willing to make concessions. But there are always 
those employers whom the unused club does not frighten, who 
are not embarrassed by being caught in a violation of the princi- 
ples of fairness, whose prejudice is not merely based on fear, with 
whom pleading would be futile, and who would defy a policy 
of nondiscrimination until authority is invoked against them. 
No doubt the Commission has limited its success somewhat by 
its slow and timid enforcement of the law. 

There is also some dissatisfaction with the Commission for the 
lack of precise information on the action taken. If cause was 
found, how were the cases adjusted? Did the Commission merely 
demand a reinterview, which may have had the same negative 
result, or did it insist that someone be hired? Was back pay 
granted? What were the facts on which dismissal of cases was 
based? 

Another objection is that secrecy prevents the Commission’s 
work from becoming widely known. It is held that, in the absence 
of hearings that would make the headlines, reports about the 


65 Turner, in Anti-Discrimination in Employment, Hearings . . ., 1947, (cited 
above) p. 341. 
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disposition of cases and the terms of adjustment would keep the 
activities of the Commission constantly before the public and 
would stimulate confidence in the operation of the law. The 
Commission, however, feels it more important to maintain good 
will. It respects the feelings of those who agree to halt dis- 
crimination and do not care to have their former attitude 
revealed. Though the Commission recognizes that the quiet 
undercover investigation deprives it of the use of publicity as 
an enforcement weapon, it still prefers to facilitate conciliation 
by nondisclosure to the possible adverse effects of publicity. 

There has long been an increasing demand for extensive investi- 
gations on an industrywide basis of banks, insurance companies, 
public utilities, transportation, and department stores.®* Since 
the well-known discriminatory practices of many establishments 
in these fields have kept members of the excluded groups from 
applying for jobs and therefore having cause for complaint, the 
Commission has felt that it could not justifiably investigate their 
employment patterns. But investigations on an industrywide 
basis could not give any one firm an excuse for feeling singled 
out for prosecution and it might achieve greater compliance with 
the law. It is felt in some quarters that “if the investigation 
should fail to satisfactorily eliminate discrimination, the possi- 
bility of requesting the Attorney General or the Industrial Com- 
missioner to file complaints might be considered.” 

Yet, despite all criticism, there is general agreement that the 
New York Law and the Commission’s work have been a success 
in more ways than one. The achievements may be summed up as 
follows: 

1. The mere legalization of the right to complain against unfair 
employment practices gives a sense of assurance to people who 
have felt themselves set apart from the American way of life, and 
it may serve to reduce their feeling of frustration. 


66 Committee to Support the Ives-Quinn Law, Recommendations for the Con- 
sideration of the New York State Commission Against Discrimination, April 1, 1948. 
67 Mather, op. cit., p. 10. 
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2. The elimination of discriminatory questions or remarks from 
application blanks and newspaper advertisements definitely 
weakens one common instrument of discrimination. 

3. Employers who had no wish to discriminate but met with 
opposition from their employees find their position strengthened 
by the work of the Commission. Others who were indifferent 
and continued to follow a traditional pattern of discrimination 
have grown to accept nondiscrimination as a sound policy. In 
both cases, the hostility of both employers and workers is likely 
to have been transmuted into a friendly understanding. 

4. Union officials who wanted to get rid of discriminatory 
clauses but met the resistance of the rank and file have been 
enabled by the law to achieve their goal. 

5. Employers who were unjustly suspected of discriminating 
have been exonerated and much tension and bitterness have been 
eliminated thereby.® 

6. The conferences with business firms and unions and the 
instruction in schools may well have far-reaching effects. In a 
democracy, law cannot force public opinion to change, but it 
can influence the uncertain, indifferent groups and in an all-too- 
slow process educate the others. 

7. By reducing discrimination the Commission makes it possi- 
ble for the best qualified and most efficient worker to be placed in 
a job. Where prejudice operates, such selection is impaired, and 
the productivity of the American economy suffers. A general 
manager of R. H. Macy & Co., estimates that the employment of 
Negroes at their highest skills would add 6 billion dollars to the 
buying power of the American people.® 

8. The most important achievement, according to one of the 
commissioners, is that the Commission “has made the employer 


68 This occurred in a case in which Italians believed themselves to have been 
discriminated against in dismissals; investigation revealed that seniority rules 
had been strictly applied (Charles Garside, in Anti-Discrimination in Employment, 
Hearings . . ., 1947, cited above, p. 344). 

69 John E. O'Gara, “Trends in the Employment of Minority Groups: I,” in 
American Management Association, Personnel Series, no. 128 (New York 1949) p. 17. 
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in the State of New York or the representative of labor ashamed 
to admit that he discriminates because of race, creed or color.’ 
Thus great importance is attached to the moral effect of the law. 
Whereas previously employers may have felt it entirely their own 
affair what type of labor they employed, authority is now on 
the other side. 

Beyond all this the Commission’s work has demonstrated to 
the nation that an antidiscrimination law can achieve social 
progress, but that the passage of the law is just the beginning of 
the work. It has demonstrated what problems are inherent in 
enforcement and has thereby provided valuable guidance for 
legislators who want to follow their lead.“ And it has further 
demonstrated that enforcement of the law alone is not sufficient— 
community support must be enlisted if the law is to succeed. 

70 Elmer A. Carter, “The New York Commission Succeeds,” in Inter-racial Review 
(November 1947). 

71 The New York statute has been a model for legislation in other states. The 
fact that New Jersey, Connecticut, Massachusetts, and Rhode Island have passed 
similar laws has heightened the effectiveness of the New York law. Discrimination 
crosses state lines. New York and New Jersey authorities have even been able to 
cooperate in a case involving a single employer (Turner, in Anti-Discrimination in 
Employment, Hearings . . ., 1947, cited above, p. 343). A four-state conference 
(New York, New Jersey, Connecticut, Massachusetts, with representatives from 


Rhode Island and the City of Philadelphia) in 1949 discussed methods of coopera- 
tion, exchange of information, and the adoption of a uniform terminology. 
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DEWEY, JOHN, and ARTHUR F. BENTLEY. Knowing and the 
Known. Boston: Beacon Press. 1949. xiv & 334 pp. $4. 


The publication of this volume of essays by two great figures in 
American philosophy and the social sciences is a historic event for 
several reasons. It celebrates Dewey’s ninetieth and Bentley's seventy- 
ninth birthdays most appropriately by giving a new turn to the move- 
ment which places man and his “higher” faculties within nature 
instead of outside and above it. The naturalistic approach to human 
intelligence, which Darwin began and which James, Peirce, and Dewey 
fostered in different ways, here receives a notable exposition and 
extension. Finally, Dewey and Bentley appear as coauthors for the 
first time, though their intellectual paths have been parallel or con- 
fluent since the 18g0’s. Bentley had won Dewey’s high regard, as well 
as that of others, by his path-breaking volumes, The Process of Gov- 
ernment, Linguistic Analysis of Mathematics, and Behavior, Knowl- 
edge, Fact. 

One half of this joint product (pp. 3-46, 170-269) exposes various 
errors and weaknesses in widely-accepted “mentalistic,” “realistic,” 
and “positivistic”’ theories of logic and scientific knowledge. The 
verve and sprightliness of the analysis should attract anyone inter- 
ested in contemporary logic. The philosophically sophisticated will 
appreciate the spectacle of pragmatists turning the tables on the 
formal logicians. The latter will not be happy to confess that like 
lesser folk they sin, and fail to practice the precision and consistency 
they extol in the formulation and use of certain key ideas, for example, 
proposition, true, false, fact, definition, meaning. Even so strong a 
champion of formal logic as Professor Alonzo Church was forced to 
admit the validity of various important specific charges when they 
first appeared in philosophic periodicals, though he tried to explain 
away other inconsistencies by reference to the intentions of the 
authors criticized (Journal of Symbolic Logic, vol. 10, December 1945, 
PP- 132-33). 

The negative task of pointing out certain inadequacies of various 
leading contemporary philosophers, ranging from Carnap to G. E. 
Moore, Russell, and Tarski, forms only a part, though an indis- 
pensable part, of the authors’ contribution. The constructive por- 
tions of the book center on two objectives: first, an attempt “to secure 
a set of leading words capable of firm use in the discussion of ‘know- 
ings’ and ‘existings’ in that specialized region of research called the 
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theory of knowledge”; second, a presentation of the transactional 
approach deemed necessary by the authors for obtaining reliable 
namings in that field. Almost one-fourth of the book (pp. 47-102, 
287-306) is devoted to developing a trial group of names that will 
promote cooperation and lessen misunderstanding among inquirers. 
The guiding principle of Dewey and Bentley here is C. S. Peirce’s 
insight that the “woof and warp of all thought and all research is 
symbols . . . so that it is wrong to say that a good language is important 
to good thought, merely; for it is of the essence of it.” Building upon 
the reforms embodied in Dewey’s Logic: The Theory of Inquiry 
and Bentley’s Behavior, Knowledge, Fact, the authors attack with 
gusto and vigor the job of getting others to see “language, with all 
its speakings and writings, as man-himself-in-action-dealing-with 
things” (p. 51). Their rejection of the still fashionable isolation of 
“real” objects from “minds,” of “words” from the speaker, of “know- 
ings” from the “known,” leads them to set down the following set of 
postulations for behavioral (social and individual) research: (1) the 
Cosmos: as system or field of factual inquiry; (2) Organisms: as 
cosmic components; (3) Men: as organisms; (4) Behavings of Men: 
as organic-environmental events; (5) Knowings (including the know- 
ings of the cosmos and its postulation): as such organic-environmental 
behavings (p. 84). Additional sets of postulations are given (pp. 
86-95) as guides for inquiry into different aspects or phases of this 
inquiry into the theory of inquiry. 

The upshot of this ardent quest for increased logical clarity is a 
group of some 105 philosophic names or terms with Dewey’s and 
Bentley’s appraisals as to the soundness and utility of the prevailing 
interpretations and their own recommendations for possible improve- 
ments in accuracy of specification (pp. 287-306). A rich feast awaits 
semanticists and those interested in the history of ideas. How suc- 
cessful this program will be depends in part upon the sensitivity of 
the philosophic community to the issues raised and proposals made. 
One factor will be the effective use to which Dewey and Bentley put 
their own suggestions. A prime test case is their forceful and per- 
suasive discussion and analysis of the advantages of viewing physical 
nature and human society from the transactional as against the inter- 
actional or self-actional point of view (pp. 103-69, 270-86). The 
three levels of the organization and presentation of inquiry may be 
most compactly characterized and contrasted as follows: “Self-action: 
where things are viewed as acting under iheir own powers. Jnter- 
action: where thing is balanced against thing in causal inter-connec- 
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tion. Trans-action: where systems of description and naming are 
employed to deal with aspects and phases of action, without final 
attribution to ‘elements’ or other presumptively detachable or inde- 
pendent ‘entities,’ ‘essences,’ or ‘realities,’ and without isolation of 
presumptively detachable ‘relations’ from such detachable ‘elements’ ” 
(p. 108). 

Clerk Maxwell’s brilliant development of field theory in physics 
is one source of inspiration for Dewey and Bentley. Their own 
pioneering work will inspire others to use their ideas as tools for 
further inquiry in fields they have opened up or approached with a 
fresh vision. Fellow workers may dissent from some of their con- 
clusions or emphases, for example, their equating of ‘Fact’ with 
“the cosmos in course of being known through namings by organisms, 
themselves among its phases,” or advising abandonment of the word 
“individual” and all substitutes for it wherever a positive general 
theory of language is undertaken or planned (pp. 294-95). One may 
also feel that important as improvements in language are for increas- 
ing accurate specification and exact symbolization, the authors might 
well have elaborated on the fact that a general theory of relativity 
in language, as in physics, makes possible the translation of ideas from 
one language system or perspective to another. All admirers of 
Dewey and Bentley will look forward to the completion of papers 
they promise us on the transactional construction of psychology, the 
presentation of language as human behavior, the application of 
mathematical symbolism to linguistic namings and to perceivings, 
and the significance of the wide employment of the word “sign” in 
recent generations. Meanwhile the philosophic public will be grate- 
ful indeed for the new light that this challenging book has brought 


them. 
SIDNEY RATNER 


Rutgers University 


SERING, PAUL. Jenseits des Kapitalismus. Vienna: Volksbuch- 
handlung Verlag. 1948. 258 pp. $1.50. 


It was perhaps inevitable that central Europe should play host to 
a revitalized and reoriented theory of socialism. It was there that 
the socialist movement once scored its greatest triumphs in theory, 
only to go down later to the most disastrous of defeats in the struggle 
for power. And it is there too that its adherents today are being 
most forcibly reminded that their doctrinal armor was not invincible 
after all when it was put to the test. The physical and spiritual 
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wreckage of central Europe today is grim testimony to the penalty 
that a deceptive theory exacts of its followers. Even if they were 
otherwise inclined to find comfort in the old formulae, an illegitimate 
totalitarian offspring, standing ready at hand to inherit the legacy of 
their mistakes, would be warning enough against the danger of petri- 
fied ideas. Paul Sering’s book, reflecting this new awareness, is the 
most ambitious attempt of recent years to overhaul the structure of 
socialist theory and bring it into line with the realities of a world 
that has raced far beyond the confines of inherited doctrine. 

The central theme of Sering’s argument is that socialism is a human 
and ethical concept of how the good society should be ordered, and 
that only a perversity of slipshod thinking identifies it with technical 
instrumentalities such as economic planning and the nationalization 
of industry. Much of the infantile leftism current today is traceable 
to the failure to recognize that while such devices are indispensable 
to socialism, they are nevertheless of a purely technical order, and 
as such, ethically and politically neutral. They can be made to serve 
the purposes of a totalitarian imperialism of the Nazi or communist 
variety as readily as they can be employed to promote human welfare 
in a democratic socialist community. The hallmark of a socialist 
society, therefore, is not the mere employment of such techniques, 
but the uses to which they are put in the extension of democracy and 
the promotion of the common good. 

But if the encrusted mythology of the left finds no refuge in 
Sering’s work, neither do the clichés of the cult of free enterprise. 
Drawing upon the studies of Hilferding and Berle and Means, his 
analysis makes it perfectly plain that the salient trends of modern 
capitalism have narrowed down the range of our effective choices to 
a limited number of alternatives. The liberal vision of a free com- 
petitive capitalism, according to Sering, is not among them, because 
all its essential prerequisites have been well-nigh eliminated by the 
concentration of capital in large corporate enterprises with their 
increasing rigidities, their dependence on increasing fixed capitals, 
and their domination by a new class of managerial bureaucrats and a 
small circle of controlling interests at the top of the capitalist hier- 
archy. The growing instability of the system finally culminated in the 
world crisis of 1929-33 which made some form of economic planning 
a condition of sheer survival. The subsequent fifteen years were, 
according to Sering, a demonstration that partial planning of the 
Keynesian type, as attempted in the United States under the New 
Deal, was doomed to failure because it attempted the impossible task 
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of raising mass purchasing power without an alteration in the essen- 
tial capitalistic features of the economic system. The only type of 
planning, then, which could be made acceptable to the dominant 
capitalistic interests was the brand of monopolistic planning intro- 
duced by the National Socialists in Germany and based essentially 
on a form of “planned imperialism,” a government market for arma- 
ments, and the creation of a continental economy. The only effective 
rival type of planning has been that of Soviet Russia and it too is 
based on a hierarchical totalitarian regime, which is driven to embark 
on a policy of imperialism by political forces endemic to its very 
structure. 

Since planning there must be, as a condition of survival, the demo- 
cratic world is thus left with a single choice if it is to escape the engulf- 
ment of totalitarianism. It must accept a democratic form of socialist 
planning, patterned after the experiments of Britain and Scandinavia, 
as the only means of gearing modern industry to the promotion of 
human needs. And by the same token, socialists today, Sering insists, 
can safely relegate their old intramural strife between reformers and 
revolutionaries to the past and proceed to the immediate tasks of 
organizing their economies on a democratically planned basis. The 
German experience is a warning that anything short of this is an 
invitation to the fascist type of planning. 

It is not claiming too much to say that the “third force” in Europe 
today has found its authentic theoretical voice in Sering’s work, even 
if it speaks in an idiom that is a strange compound of Keynesian 
economic policy and Marxian social analysis. Nevertheless, it is per- 
haps one of its merits that it is not completely fascinated with the 
orthodoxies of either. In a world that has made a fetish of “full 
employment,” the book is a salutary reminder that full employment 
is a game that can be played by a fascist as well as a democratic 
regime. On the other hand, Sering’s analysis offers little to comfort 
orthodox Marxists who still cling to such fanciful notions as, for exam- 
ple, the dogma that monopolistic capitalism spells the frustration of 
technical progress, or that the progress of concentration depends on 
the intervention of the banks, or that capitalism will follow the 
Marxian blueprint of turning the bulk of the population into a wage- 
earning proletariat, possessing a homogeneous and cohesive class 
interest. The last is particularly crucial in a book which seeks to 
reassess the prospects of socialism in the modern world. For, as its 
author so appropriately emphasizes, it was among other things this 
failure to reconcile itself to the existence of a new salaried element 
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in the hierarchy of production that spelled catastrophe for the Ger- 
man labor movement in 1933. It is also a tribute to the breadth of 
Sering’s thinking that he has not been trapped into Burnham’s error 
of automatically enthroning these new groups as the ruling class of 
the future. Conceding that the elongated hierarchy of production 
may prove a serious obstacle to democratic planning, Sering’s analysis 
is nevertheless more sophisticated than Burnham’s because it is 
tempered by the realization that the new group is not a homogeneous 
unit and that its implications for the future of democracy depend on 
the total social and political environment in which it functions. 
Sering’s managerial hierarchy is not Burnham’s heir apparent to the 
sovereign power of society. It is only an heir presumptive, and its 
claim to power can be effectively denied by a vigorous and alert labor 
movement. 

And yet, for all its undogmatic realism, Sering’s study has not been 
able to outgrow its Marxian swaddling clothes. A generation ago, 
Bukharin formulated a theory that the top layers of the capitalistic 
and managerial hierarchy would eventually fuse with the wielders of 
political and military power in a dictatorial monopolistic state. Cer- 
tain elements of the situation in Germany during the closing days of 
the Weimar Republic certainly seemed to confirm the pattern out- 
lined by Bukharin, and this has unfortunately led Sering, as well as 
others, to draw the untenable conclusion that the Nazi regime was 
essentially a dictatorship of monopolistic capital designed to preserve 
the basic capitalistic structure of the German economy. Apparently, 
however, the task is too much even for so able a theorist as Sering. 
Notwithstanding his rejection of the theory as an explanation of the 
Nazi triumph (pp. 119, 128-29), his main lines of analysis of the 
National Socialist regime are cast in this framework. The bizarre 
contradictions which follow from this are already familiar to readers 
of Neumann’s Behemoth. Thus the slave labor of the concentration 
camps is analyzed as a “planned reserve army” which performs the 
same function of exerting a pressure on the labor market as Marx 
assigned to the unemployed in a competitive capitalistic system, 
except that it permits a monopolistic capitalism to take advantage of 
the possibilities of full employment (pp. 103-04). Now it is obvious 
that if this is indeed the case, the slave sector of the labor force would 
not only serve to freeze the wage level of the entire working class, but 
it would also effectively deprive the working class of all the essential 
features of a free proletariat in a capitalistic economy. Sering is 
barred from drawing this conclusion by the very assumptions under- 
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lying his conception of the Nazi system and is therefore forced to 
dismiss the difficulty by resorting to the equally untenable notion that 
slave labor was a “peripheral phenomenon” in the Nazi system (p. 
107). Few will be satisfied with this evasion of the problem—and 
fewer still with his conclusion that “ownership of capital is preserved 
as the basis of the traditional class stratification” (p. 124) in the face 
of his own elaborate demonstration that the Nazi system had reduced 
such “ownership” to the level of a fiction. Had he reconciled him- 
self to the conclusion which follows from other portions of his analy- 
sis, that National Socialism was a radically new type of society in 
statu nascendi, his work would have gained in realism without sacri- 
ficing the logical force of his total argument. 

Finally, it is not amiss to point out that the future prospects of the 
socialist third force in western Europe depend largely on the con- 
stellation of forces in the international sphere. His entire argument 
—as he so well recognizes (pp. 193, 262)—presupposes an era of peace 
in which economic planning is not diverted to military purposes. 
One can subscribe to his conclusion that democratic socialists must 
seek to transcend the nationalistic divisions of western Europe and 
to organize that region, its colonies, and the British Commonwealth 
into an integrated and planned economic unit—without sharing the 
sanguine optimism of his final chapter that such a unit can effectively 
survive as a buffer in the conflicts between the United States and the 
Soviet Union. 

Whatever its shortcomings, Sering’s vision of a world beyond capi- 
talism is without doubt the most reasoned and challenging program 
of reconstruction to come out of postwar Europe. It will take a 
rightful place in the corpus of socialist classics and its failure to 
find an English translator would be a distinct loss to those who have 
already had their surfeit of tracts for the times. 

Morris WATNICK 


Washington, D. C. 


PICK, ROBERT. Guests of Don Lorenzo. Philadelphia: J. B. Lip- 
pincott. 1950. 350 pp. $3. 

Guests of Don Lorenzo is a remarkable and significant book. Robert 
Pick, Austrian emigré, had already established his reputation as a 
novelist before the seizure of Austria by the Nazis drove him from 
his homeland. He was forced to translate his art into an alien 
medium, something not too difficult for a practitioner of music and 
the plastic arts, by their nature cosmopolitan. The writer’s art is 
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essentially national. Though a work of fiction may be translated, 
the writer seldom comes through the ordeal of transplantation with- 
out leaving most of his creativeness and charm behind. Not so 
Robert Pick. His Guests of Don Lorenzo exhibits not a flaw in its 
American-English style, nor a single hesitation in creative composition. 
It is an extraordinary achievement. 

What makes this book significant, more significant than any other 
piece of fiction I have encountered in more years than one, is that 
it opens up to the American writer a field which has been cultivated 
with success in Europe but which has been barely scratched in Amer- 
ican literature. This is the field of the lost cause which is not given 
up for lost by persistent fragments, at home underground, or abroad 
in nests of intrigue. We Americans have known two lost causes, that 
of the Tories in the Revolution and that of the Confederacy. But 
these causes were definitively lost, and all writings about them have 
been of a gently nostalgic character. In the old continent of Europe 
a cause is never completely lost. The cause of the Stuarts, to which 
Thackeray and Scott owed some of their best themes, the causes of the 
Bourbons in France and the Carlists in Spain, latterly the causes of 
the Hapsburgs and Romanovs, live on underground. Strangely, there 
appears to be no lost cause hanging around the offshoots of the 
Hohenzollerns. 

Our time has produced a new type of lost cause, which has no 
legitimacy at its core, the lost causes of the Fascists and Nazis. If a 
book review were not the wrong place for prophecy, a third cause 
destined to be lost is the Communist cause. Splinters of these lost 
and losing causes are scattered throughout the world, affording for 
the fiction writer deep penetration into the realities of human 
character. 

The guests of Don Lorenzo are three Nazis that have come by invi- 
tation of an ambitious Latin American and by a convenient submarine 
to a republic of Latin America, a republic that never was, geograph- 
ically, but is as real as life, if not more real. The structure of the 
republic, as that of an actual Latin-American republic, is Spanish 
semifeudal; the structure of politics is that of intrigues, betrayals, 
Spanish pride, ruthless cruelty tempered with a Latin humaneness 
that impresses the forthright Yankee as purely frivolous. The guests 
of Don Lorenzo have brought with them a goodly treasure in American 
dollars, entrusted to Don Lorenzo, an amiable, weak, unscrupulous 
political adventurer. 

What happens anyone intelligent enough to read Social Research 
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can figure out for himself. But how it happens Robert Pick has 
worked out for us, with marvelous clarity. I hate most of his char- 
acters and I’d like to be orthodox enough to consign them to an 
authentic perdition. Robert Pick never loses his objectivity, except 
once when I think he takes satisfaction in the awful tortures one of 
his Nazi characters had to undergo. 

Must I defend my position that this approach to literature is signifi- 
cant? We have regaled ourselves long with all the permutations of 
boy meets girl, under a whale of a lot of obstacles overcome by mirac- 
ulous force of circumstances and good luck. But here among us 
are many splinters of lost causes, European and Asiatic. There are 
groups of irreconcilables, sometimes assuming underground the role of 
governments in exile. Some of these groups have important financial 
resources in gold and gems carried off by the beaten party in flight. 
Where is all the Nazi and Fascist money? Where are the immense 
hoards of gold and jewels once collected by the regime of Chiang 
Kai-shek? Undying resolution and imperishable gold can make friends 
in high places. 

But gold and gems can also produce savage internal faction. They 
can tempt men to call it a day, drop vain schemes, for the enjoyment 
of the loot available. The idealistic associates of the lost-cause group 
may lose their faith and try to fly the vengeance of the group. They 
may squeal, and the remedy for squealing is a mouthful of earth 
from the graveyard. Any reader of the press has seen the squirmings 
of men once caught in the lost-cause net and seeking to escape with 
their lives. 

What an opportunity for fiction! 

But I return to Dr. Pick. His is a Gestalt, configurationist tech- 
nique. The reader is kept guessing, for no key idea makes him 
adequately wise; he has to take facts in groups to win conclusions. In 
these days of idiotic fast reading the result is baffling. 

When Caesar’s legions were in a tough spot, he issued an order to 
open up the maniples, that the sword arm might have a chance to play. 
My one suggestion to Robert Pick is, “Open up the maniples.” He 
has written a great book, but he can write a greater. 

ALVIN JOHNSON 


KOHN, HANS. The Twentieth Century: A Midway Account of the 
Western World. New York: Macmillan. 1949. ix & 242 pp. $e. 

This most recent work of the historian Hans Kohn appears at a time 
when most of the western world is attempting to re-evaluate its philos- 


a 











BOOK REVIEWS 257 


ophy and to appraise the past and the present in a consummate 
effort to understand the future. The Twentieth Century is a signifi- 
cant contribution to this self-assessment, for the book deals with the 
events and movements of the last hundred years in terms of a popular 
conception of modern history, the struggle of western liberalism 
against eastern romantic and totalitarian anti-intellectualism. 

As a summary of the important political and social developments 
of our time, the book is invaluable. Professor Kohn traces the pattern 
of events in Europe leading up to the revolutions of 1848, the failure 
of the uprisings of that year beyond the Rhine, and the all too sudden 
acceptance by the peoples of antiliberal, antidemocratic doctrines. In 
two scholarly chapters, he indicates the background of today’s German 
and Russian totalitarian thought: Prussianism and romanticism in 
the former, the conception of the “permanent mission” in the latter. 
Then follows a series of chapters, which attempt an outline of the 
major antiliberal movements of the nineteenth and twentieth cen- 
turies: imperialism, racialism, fascism, national socialism, and com- 
munism. In conclusion, Mr. Kohn describes in somewhat gloomy 
terms the progress of Anglo-American democracy, and closes with a 
panegyric for the cooperation and confederation of the democratic 
peoples whose faith he equates with liberalism. 

This kind of history is strictly in the tradition of John Milton and 
John Locke. Indeed, the author cites them as the precursors of his 
own political philosophy, and like these two proponents of liberal 
thought, Kohn tends to paint history as he sees it, a battle of liberty 
against tyranny. Unfortunately, with so rigid an orientation, it is not 
always possible to give a full and well-rounded interpretation of 
historical fact. 

For example, reason and moderation, according to Kohn, have been 
replaced by the cult of force, and socialism adheres to the cult as 
demonstrated by the Marxian advocacy of violence. Such a statement, 
of course, completely ignores the pacifist movements of the socialists 
of all countries in 1914. 

But The Twentieth Century has an even stronger tie with Locke 
and Milton. While Kohn attempts a demonstration of the need for 
unbridled liberty by the historical method and Locke and Milton 
resort to other means, all three eventually arrive at the same conclu- 
sion concerning their problem. After pages of polemics in support 
of complete toleration, Milton, in his Areopagitica, leaves his readers 
with this sentiment: “I mean not [to be] tolerated popery, and open 
superstition, which, as it extirpates all religions and civil supremacies, 
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so itself should be extirpate, . . . that also which is impious and evil 
absolutely, either against faith or manners, no law can possibly permit, 
that intends not to unlaw itself . . . .” His spiritual heir, Locke, 
develops a full-scale attack against all forms of suppression, with 
special reference to religious liberty, in the Letter Concerning Tolera- 
tion, but finally concludes: “I say, first, no opinions contrary to human 
society, or to those moral rules which are necessary to the preservation 
of civil society, are to be tolerated by the magistrate.” 

Professor Kohn presents the case for liberty by recording the dis- 
integration of the humanistic, fraternal revolutions of 1848 into class 
and nationalistic battles, the reaction of eastern romanticism after 
cultural contact with the west, the rise of new theories dedicated to 
the ultimate regimentation and depreciation of the individual for the 
glory of the “mission,” the Volk, or the state, and finally the Twentieth 
Century, an age when the behemoths of anti-intellectualism smite 
the defenders of doctrinaire liberalism, the one ray of hope in an 
otherwise gloomy world. But like his predecessors, Kohn allows the 
entire structure to collapse just as he is about to mortar the last brick, 
by stating what the west must suppress in the name of liberty: 
“. . . discussion and tolerance must always be held within the frame- 
work of the democratic faith, and that means the recognition of the 
fundamental values of individual liberty and the freedom of the 
inquiring mind. Tolerance toward elements which deny the funda- 
mental assumptions of democracy, and even its right to existence, 
would not only be theoretically inadmissible, but also practically most 
dangerous to the existence of democracy.” This is by no means the 
first book of our times, nor will it be the last, to have to face the charge 
of inconsistency. 

PAUL A. PFRETZSCHNER 


Lafayette College 


DORFMAN, JOSEPH. The Economic Mind in American Civiliza- 
tion, Vol. III, 7865-1918. New York: Viking Press. 1949. xiv & 494 
pp. $6. 

The third volume of Professor Dorfman’s monumental work on 
economic doctrine is divided into four parts: ““The Era from 1865, to 
1880,” ““The Expansion of Economic Thought,” “The ‘Heartbreaking’ 
Nineties,” and “The Promise of the New Century.” Within each part 
the author traces the prevailing economic, political, and social atti- 
tudes of the period under discussion, the role of American economists, 
and the recognition accorded them. 
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Supporters of the dominant laissez-faire tradition in the period 
immediately following the Civil War included Amasa Walker, Francis 
Wayland, and Arthur L. Perry—the latter two much interested by the 
theories of Bastiat. Other well-known writers in the field were Henry 
C. Carey, David A. Wells, and C. Osborne Ward. William Graham 
Sumner returned to Yale in 1872 to establish himself there for a 
long and illustrious career in teaching and writing. These New Eng- 
land economists represented a trend in thought which spread through- 
out the Middle Atlantic states, the South, and the West. 

During the turbulent eighties and the “heartbreaking” nineties new 
currents of economic thought developed within the main stream. 
Interest in the work of European economists and in the quantitative 
approach to the science became intensified. John J. Lalor, of Horace 
White’s Chicago Tribune, had made the first English translation of 
Roscher’s work in 1878. The results of European study became 
increasingly evident in the nineties. Alex Del Mar made valuable 
contributions on the subjects of prices, interest, and statistics. Major 
issues of the period, such as credit and currency problems and the 
strengthening of business combination, at once awoke economists to 
a keen awareness of the need for a close study of practical affairs, and 
to the value of more organized means of communication among them- 
selves. So, on the one hand, economics broadened its scope by attract- 
ing the interest of the business community, and on the other, the 
American Economic Association was founded in 1885 by Richard T. 
Ely, Simon N. Patten, Edwin R. A. Seligman, and others, and the 
Quarterly Journal of Economics in 1886 by Charles F. Dunbar. 

While Henry C. Adams, the philosopher of economic liberalism, 
Charles $. Walker, and Simon Patten were the newer exponents of 
the traditional approach, deep concern with basic economic and social 
relations was also expressed by leading economists. Henry C. Adams 
saw in the early “trust” movement not only an intensification of the 
problems of monopoly but also a potential destroyer of our democratic 
institutions. John Bates Clark, best known for his contributions to 
marginal analysis, is aptly characterized by Dr. Dorfman as repre- 
senting “the conflict between logic and sentiment.” John R. Com- 
mons’ interest in monetary reform, in prices, and in industry and 
labor, J. Allen Smith’s constitutional reform, and Charles Tuttle’s 
exploitation theory of marginal productivity round out the final 
decade of the century in “A Voice of Dissent.” 

Outside the main body of economic doctrine, Socialist thought 
identified itself with the movement of Popular Radicalism and found 
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expression in Henry George’s Progress and Poverty and Edward 
Bellamy’s Looking Backward. William Bliss’s new organ, The Ameri- 
can Fabian, sustained an interest in Christian Socialism. Also in the 
nineties, organized labor, under the leadership of Samuel Gompers, 
stressed the trade union as a possible counterweight to the monopo- 
listic practices of industrial combinations. Silverite advocates included 
“Coin” Harvey and William Jennings Bryan. 

Texts in economics which integrated the traditional classical 
approach with that of marginal analysis began to appear. Dorfman 
makes the interesting comment that Karl Marx was regarded by 
American economists of the period as just another theorist to be 
fitted into their system. The heresy of oversaving claimed more of 
their attention. Meanwhile, Seligman’s pioneer work in public 
finance, with its emphasis on the “faculty” or ability to pay, attracted 
much notice. The breadth of Seligman’s thought and the encyclo- 
pedic nature of his mind were indicated by his interest in such fields 
as the history of economic thought and the modern role of consumer 
credit, and in his editorial work on the Encyclopedia of the Social 
Sciences. At Columbia University his classes often represented a 
cosmopolitan club or international house in miniature. 

A younger group of economists included Arthur T. Hadley of 
Yale, F. W. Taussig of Harvard, and J. Lawrence Laughlin of Chicago. 
They were to become not only outstanding leaders in their field but 
“were among the greatest builders in America of a new foundation for 
further economic study.” One of the principal texts in the neo- 
classical tradition was Taussig’s Principle of Economics, concerning 
which Dean Roswell McCrea observed that “the filling is modern 
and telling. The shell is traditional.” 

With the opening of the present century, the United States emerged 
as one of the great nations of the world, and within fifteen years her 
role had changed from that of a debtor to a creditor country. Part 
IV of Professor Dorfman’s study shows how the results of con- 
temporary public policy as well as of the elaboration of the older 
schools of economics were reflected in the thought of the younger 
economists, such as F. A. Fetter, H. J. Davenport, F. M. Taylor, H. G. 
Moulton, B. M. Anderson, and Alvin Johnson. Balanced portraits 
of Thorstein Veblen and of his famous student, Wesley C. Mitchell, 
the “scholar of the Business Cycle,” are given in the space of a few 
short pages. In perspective, the integration of the British classical, 
the German historical, and the Austrian schools is clearly discernible 
in the fabric of American economic thought. 
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Professor Dorfman has brought to this book the same high qualities 
of scholarship and the clarity of presentation that were so evident in 
the preceding volumes. The appendix and an exhaustive bibliog- 
raphy suggest further avenues of exploration for students who wish to 
go more deeply into the background of the period. 

FINDLAY MACKENZIE 


Brooklyn College 


DULLES, FOSTER RHEA. Labor in America: A History. New 
York: Crowell. 1949. 402 pp. $4.50. 


Since the publication of the monumental work by John R. Com- 
mons and his associates in 1910, there has been need for a new critical 
assessment of the role of labor in the growth of our social-economic 
order. Professor Dulles’ recent book attempts to fill this long-felt 
need. 

In twenty chapters the author undertakes to spotlight the salient 
points in the development of the American labor movement from the 
colonial period to the aftermath of World War II. Outlining first 
the status of employer-employee relationships in the days of indenture, 
he proceeds to the study of the emergence of miniscule union organi- 
zations, such as the Federal Society of Journeymen Shipwrights, 
during the closing decades of the eighteenth century. Then follows an 
analysis of the political ferment in the ranks of labor, generated by 
such social reformers and crusaders as Thomas Skidmore, George 
Henry Evans, Robert Dale Owen, and Frances Wright. The creation 
of the Working Man’s party in New York in 1829 is given especially 
detailed coverage in the discussion of the political articulateness of 
labor agitation during the 1820’s and 1830's. Succeeding chapters 
deal with the conflicting trends in the economic picture, which culmi- 
nated in the formation of effective national labor entities after the 
Civil War. Five sections delineate the circumstances surrounding the 
genesis and flowering of the National Labor Union (1866), the 
Knights of Labor (1869), the American Federation of Labor (1886), 
and several national coteries of a minor character, but the supremely 
important Homestead and Pullman controversies are accorded insuff- 
cient weight and attention. In the discussion of the labor battle 
during the time of Theodore Roosevelt and Woodrow Wilson appears 
the most useful, as well as the most enjoyable, portion of the book— 
the analysis of the radical Industrial Workers of the World. After a 
relatively complete summary of the role of labor during World War I 
and the twenties, Professor Dulles devotes considerable space to the 
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turbulent history of labor following the birth of the New Deal in 
1933- The adoption of sweeping legislative reforms, the rise of the 
CIO, the entry of labor into the political arena (Political Action 
Committee and League for Political Education), the integration of the 
Negro into the industrial set-up, the position of labor in war mobili- 
zation, and various other related topics are given rather extensive 
treatment. 

Professor Dulles’ treatment of significant phenomena pretty much 
conforms to canons of historical accuracy and acceptability, but this 
regurgitation of well-known facts does nothing to broaden our per- 
spective of the dynamics of labor in the variegated flow of history. 
There is a dire necessity for a penetrating and provocatively fresh 
approach to the unsteady convolutions, political and economic, of 
the complex forces of labor in our upward surge from agrarianism 
to finance capitalism. Professor Dulles has not written that book. 
What he has written, however, has a certain value for general reference 
purposes. Moreover, the style is excellent; the felicity of phrasing 
and lucidity of presentation enable one to read with pleasure and 
dispatch. 

SAMUEL ABRAHAMS 
Brooklyn, N. Y. 


DAVID, F. N. Probability Theory for Statistical Methods. Cambridge: 
Cambridge University Press. 1949. ix & 230 pp. $3.50. 


There are many good books, and otherwise, on statistics. But there 
is a definite lack in this country of books on probability theory, which 
is both the basis and the culmination of statistics. This lack may be 
attributable to the difficulty of separating these two overlapping 
branches of the science and explaining their interplay. In tackling 
this problem the present book takes for granted a fair knowledge 
of statistical methods on the part of its readers. 

The author starts, in the conventional way, with the difficulties in 
the definition of probability. She then passes to the binomial theorem 
and its two limits, the normal and the Poisson distributions. The 
problems raised by the Bayes theorem are rightly stressed, since they 
are the basis of many recent controversies. The only chapter dealing 
with applications is devoted to the Mendelian theory where—and 
this is an exceptional case—the a priori probabilities are known. The 
multinomial theorem is given more space than usual, and is linked 
to the so-called differences of zero. The classical example, the box 
with different compartments, is studied at length. 
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Among the subjects which are not ordinarily treated in similar text- 
books are the composition of two Poisson series leading to the negative 
binomial, and the moments of sampling distribution. Considerable 
space is devoted to the characteristic functions, a procedure devised 
by Laplace, forgotten for about a century, and only recently revived. 
The conversion theorem, which in most textbooks is unintelligible 
except to the pure mathematician, is stated in a clear and readable 
way. The influence of Markoff, Liapunoff, and other classics is 
emphasized, and the analysis of variance technique is properly attrib- 
uted to Lexis. 

The book fulfills its aim of providing a theory of probabilities not 
per se but for the use of the statisticians. But in view of this, one 
can only regret that the statistical meaning of the mathematical law 
of large numbers has not been more heavily stressed. A certain con- 
fusion may result from the author’s practice of writing discontinuous 
and continuous distributions in the same way, thus obscuring the 
fundamental difference between probabilities and probability densities. 
The confusion is heightened by the writing of Bernoulli’s distribution 
in four different ways. Another objection may be raised to the con- 
stant repetition, which causes the same theorem to be proved by dif- 
ferent methods. This has, of course, a pedagogical advantage, especially 
for the beginner, but is superfluous in a book written for statisticians 
who already have a certain knowledge of probability. Moreover, since 
it is impossible for a work on such an old and well worked over 
subject as the calculus of probabilities to be entirely original, large 
parts of the study read like an excerpt from Uspensky, whose contri- 
butions are quoted at length. 

At the same time the book has the great merit of reliance on original 
sources. Statisticians will also be grateful for the logical order of 
presentation, for the way in which probability problems are connected 
with their statistical applications, and for the stimulating exercises 


and examples. 
E. J. GUMBEL 


ISAACS, ASHER. International Trade: Tariff and Commercial 
Policies. Chicago: Richard D. Irwin. 1948. xxv & 838 pp. $5. 
Attempting to provide both a history of commercial policies and a 
history of the theory of international trade, this book achieves its first 
purpose more successfully than its second. 
In his discussion of the American tariff, Mr. Isaacs reprints the 
tariff planks of every party platform from 1872 on, as well as excerpts 











264 SOCIAL RESEARCH 


from speeches in Congress and other relevant statements. This 
original approach, however, is occasionally carried too far—for 
example, in listing the dates of the hearings of the Senate Finance 
Committee, the schedules of tariffs, and similar details. The studies 
of trade policies in Europe, Asia, and the Western Hemisphere, cover- 
ing wide fields, are naturally of unequal quality; most of them are 
quite good, while others, such as the chapter on “Germany’s Totali- 
tarian Trade Methods,” are poorly done, and still others contain 
inaccuracies like the remark that after World War I, “even the 
Balkan states turned to tariffs,” whereas in fact their policies had long 
been protectionist, or the statement that the Stresa agreements never 
became effective, when actually a number of them did become opera- 
tive. But it is hardly fair to dwell too much on such errors and omis- 
sions in what is, on the whole, a broad and adequate picture. More 
puzzling is the lack of proportion shown by the author, who devotes 
a few indifferent lines to the complicated content of the Charter of 
the International Trade Organization, but nine pages to American 
government publications in the field. of international trade. This 
allocation of emphasis suggests Isaacs’ preference for simple subjects, 
which becomes more clearly apparent in his treatment of the theoreti- 
cal aspects of his topic. 

In his preface, Mr. Isaacs has some harsh words to say about books 
in which “an over-abundance of theory is accompanied by the driest 
crumb of application.” His study of mercantilism, therefore, is 
followed by only twenty rather flat pages on “commercial theories in 
England after 1776,” ending with Alfred Marshall’s contributions. 
“In the realm of international trade,” writes Isaacs, “Marshall had 
little to add to that left by his predecessors.” Subsequent theoretical 
discussions are not even mentioned. There were always good teachers 
who limited their lectures to facts and elementary theory and avoided 
modern controversial discussions of theoretical problems. Isaacs may 
be right to keep his textbook free of the proliferation of diagrams 
presented in the recent literature without any sense of relevance. But 
his neglect of such relevant problems as the theory of exchanges or the 
effects of elasticity of demand and supply seems excessive, and his 
discussion of free trade and protection arguments is rather unsatis- 
factory. Keynes, Ohlin, and Haberler are referred to only casually, 
other modern economists not at all. Thus, while the student can find 
many facts in this useful book, he will get little instruction in how to 


use them. 
RICHARD SCHULLER 
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ON ECONOMIC PLANNING 


BY EDUARD HEIMANN 


I 


; literature of a socialist economic system has developed in 
a straight line for sixty years, from Wieser’s first suggestion of its 
theoretical picture as a system of simultaneous equations, through 
Barone’s mathematical presentation of such a system, to the many 
hundreds of pages on costing and pricing in a fully centralized 
socialist system which we find in the most recent book, by 
Beckwith. 

To be sure, the early theorists knew nothing of marginal-cost 
pricing, and the emphasis on the straight line of the development is 
not to deny that this development has been of a vigorous and 
scholarly nature, refining and perfecting this particular theory, 
in line with the vigorous advance in the refinement and perfection 
of economic analysis as a whole. Nevertheless, the advance of this 
particular theory has become more and more unsatisfactory, not 
in itself but in its relation to reality. When Wieser and Barone 
wrote, their studies were purely academic, not related to any 
existing or expected realities and not recommending realization. 
Since the rise of Soviet Russia, one might have said that the 
theory had now found a reality which made it relevant. But if 
so, then the crudeness of the Russian reality and the unrealism of 
theoretical sophistication illumine each other glaringly; and in this 
writer’s opinion, the judgment on the theory is more damaging 
than the one on reality. For it appears that the real problem of 
reality, the dynamic problem of transmuting a country and 
revolutionizing its pattern of life under a centralizing plan, 
has not even dawned on the theory, which continues to 
teach the attainment of maximum welfare in terms of reallo- 


1B. P. Beckwith, The Economic Theory of a Socialist Economy (Stanford 1949). 
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cation of resources and reapportionment of plants among 
existing industries, in strict statics, and if anything, implies that 
the Russians are not being sufficiently equilibrium-minded.? If 
the Russians deigned to answer, they would say that development 
of a backward country is a surer and more effective way to its 
welfare than an equilibrating distribution of plants within the 
given structure and that equilibrium theory, therefore, did not 
provide them with any guidance in their venture. 

But this is not all. Wieser, Barone, Cassel, and their successors, 
although they seemed to produce arguments to prove the economic 
superiority of a centralized regime, were not socialists, obviously 
because of the political implications of this model. Their more 
recent followers, in studying such a model, would have had every 
reason for an explicit examination of those political implications; 
but being economic specialists they have continued to study a 
model whose only likeness in reality is Soviet Russia. The 
admittedly feeble attempts of Weimar Germany in its early years 
to develop an alternative to Russian planning never interested the 
students of that model. Thus they became involved in the fruit- 
less controversies with Hayek, where they came out on top in eco- 
nomics—a centralized system can operate rationally—but to this 
day have not understood the political argument that they are advo- 
cating a system of serfdom, which is indeed what they are doing. 
If they retort that their model carefully protects consumers’ free- 
dom to buy what they please and present this as the economic 
version of the principle of choice, which to them is the criterion 
of democratic freedom, this only proves the point: consumers’ 
freedom is not unknown in Russia, and a fully developed con- 
sumers’ freedom is perfectly compatible with centralized manage- 
ment; but it is not democracy.? And if Beckwith, wherever any 


2On the limits of a theory of dynamic planning, see my article, “Developmental 
Schemes, Planning, and Full Production,” in A. P. Lerner and F. D. Graham, eds., 
Planning and Paying for Full Employment (Princeton 1946); on the theoretical 
fallacies in the Marxist theory of value and money and their effect on Russian 
planning, see my book, Freedom and Order (New York 1947) p. 160. 

8 On “consumers’ sovereignty” the theories do not fully see eye to eye among 
themselves; it does not exist in Russia, of course. 
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doubt on democratic decisions of the government creeps in, uses 
the stock argument that the citizens are free to elect a more demo- 
cratic government, this again proves the point: the citizens are 
no longer free to choose their government where government is 
completely centralized and in full control of the means of infor- 
mation, communication, education. 

Theorists interested in suggesting a democratic alternative to 
Soviet Russia could have found in the copious writings of the 
Fabians, over a period of fifty years, enough material for the build- 
ing up of a new model most deserving of their study. But our 
theorists could understand the idea of an alternative only as a 
weaker form, and since it was the extreme case which had been 
the target of Mises’ and Hayek’s criticisms on technical grounds, 
the weaker alternative did not seem to offer any attraction. Thus, 
when the time for a practical alternative arrived at the end of the 
second world war, the pioneers in England, Norway, Holland, 
France, and elsewhere, were again left without theoretical guidance 
of any kind. This is not to say that no economists have con- 
tributed to the insight into the problems confronting the pioneers 
of the alternative. Clark and Hansen, with their sense of realism 
and responsibility, have done so richly, though not in a systematic 
and explicit way; and Tinbergen is the author of the brilliant 
postwar plan in his native Holland, just as Frisch is behind all 
the advisers to the Norwegian planning authorities. But none of 
these men is connected with the theory of socialist economics, and 
the two authors who have made original and systematic contribu- 
tions to the theory of the alternative, Carl Landauer and Barbara 
Wootton, are, along with their problems, strictly ignored in Pro- 
fessor Bergson’s survey of socialist economics in the authoritative 
Survey of Contemporary Economics (Philadelphia 1948), edited by 
Howard Ellis. 


II 


Professor Seymour Harris’ rich and rewarding book, Economic 
Planning (New York 1949), at this writing the most recent volume 
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in his legendary scholarly output, should mark the end of this type 
of socialist economics and the opening up of a new chapter 
explicitly devoted to the theoretical penetration, critique, and 
guidance of the growing democratic reality. This is its great 
service, although its own break with the traditional approach is not 
set forth in the clear terms which the importance of the subject 
might have suggested.* A glance at the table of contents shows 
not only the richness of the book but also the bewildering multi- 
plicity of problems which the real planned economy has to face 
up to. There are at least two separate groups of objectives which 
the different plans are supposed to achieve. The classic goal, 
which until quite recently provided the stock argument for eco- 
nomic planning, is full employment; the newly added group of 
objectives is connected with industrialization and reconstruction. 

It seems to be more or less generally recognized that inasmuch as 
people want full employment, they have to plan for it, because the 
undirected free market of a dynamic economy is sure to run into 
fluctuations of employment. There are, however, qualifications to 
this statement. The first is that such planning for full employ- 
ment need not necessarily be done by public agencies; Mr. Paul 
Hoffman’s Committee on Economic Development is emphatic in 
accepting the necessity of planning for full employment, but 


4 The bulk of the book is comprised of excerpts and selections from the plans of 
fourteen countries, with a long introductory section and a briefer conclusion, 
together amounting to fifty or sixty thousand words, organizing the material and 
offering critical judgments. In a book of this kind many things would have been 
done differently by a different author. What strikes me as a real gap is that Sweden 
is omitted from both the discussion of the issues and the selection of materials. 
I think too that the judgment on the excessive magnitude of investment in all these 
plans requires a definite mitigation in the case of France, because the Monnet Plan 
was based, politically, on the promise of large coke deliveries from the Ruhr and 
was accordingly discredited and disrupted by the progressive reduction of German 
reparations. The unique experiment in Palestine, where a modern labor common- 
wealth is being erected on practically virgin land—that is, without any local tradi- 
tion to determine or influence its structure, and with the aid of very large capital 
investments from the United States—is completely left out of Professor Harris’ 
account, possibly because of the absence of a comprehensive plan for the whole 
development. These observations, however, are not intended to detract from the 
great merit of the book. 
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claims that it can be done by private agreement among business 
groups under the Committee’s guidance—a possibility which can- 
not be ruled out on logical grounds. The second qualification is, 
on the contrary, that the objective of full employment may be 
rejected precisely because of the political means required to 
achieve it. This is the position of the European neoliberals—in 
this country, Professor Frank Knight is the exponent of their 
theories—who seek a way out in a social reorganization away from 
the urban concentration of large-scale industry through a reinte- 
gration of industrial employment and continued rural life and 
leisure-time work as in certain Swiss valleys. The contention is 
that the unemployment one would have to take in the bargain 
would, under such conditions, become tolerable both in quantity 
and intensity (Roepke and Riistow). The counterargument is 
that the reorganization itself would require such a volume of gov- 
ernmental intervention in economic life as to dwarf that required 
for planning, and that, even so, the size of the conceded unemploy- 
ment remains in doubt. In any case, Professor Erhard, Economics 
Minister of the Federal Republic of Germany, is not waiting for 
that reorganization, but has proceeded to demolish economic 
controls in that impoverished country in the frankly expressed 
belief that some unemployment is a good thing for the economic 
system. The Marxist theory of the industrial reserve army as 
indispensable for capitalism and profit is thus accepted by 
the modern liberals, and they choose capitalism rather than full 
employment. | 

There has recently emerged a great complication in the pro- 
gram of planning for full employment, one that seems to have been 
anticipated only by Hayek and, again, Marx. It is the danger of 
inflation which accompanies full employment, not for any reasons 
of economic theory—hence unknown to the pure theorists—but 
for potent reasons of economic planning as the attempt to steer a 
course clear of the opposite dangers of unemployment and infla- 
tion, and Harris, naturally, traces the problem and its political 
implications in many countries. 
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Now the avoidance of unemployment, however dominant in any 
discussion of the principle of planning, is no longer the only 
objective, even if we add the avoidance of inflation as a qualifica- 
tion; full employment alone can suffice only in a dynamic, progres- 
sive, healthy economy. Since this latter condition is conspicuous 
by its absence in almost all postwar economies save the United 
States, planning is called upon to make them dynamic, progressive, 
and healthy. Harris devotes special chapters—somewhat over- 
lapping—to productivity, to industrialization and finance, and also 
to international economic relations. The dividing line between 
the discussion of productivity and that of industrialization seems 
to be that the first is one of incentive to human energy, the second 
one of equipment and ultimately of capital, but this division, 
naturally, is unsatisfactory and cannot be carried through, because 
the dynamic spirit, wherever it exists, will both prod workers and 
revolutionize equipment. In Professor Harris’ chapter on pro- 
ductivity the Monnet Plan for the modernization of French indus- 
try looms large—obviously this is industrialization and requires 
the elaborately discussed financing. Nor can any line be drawn 
between modernization or industrialization on the one hand and 
reconstruction of war damage on the other; English and French 
plans present both in an indivisible mixture. But Russia’s dynamic 
plan is not different in principle, although very much in relative 
dimensions, owing to the undeveloped stage of the country and 
the philosophy of scientific economism as a solution of all man’s 
troubles. This group of plans, then, is predicated on an entirely 
new objective, where employment is not the problem but the one 
secure thing so long as the boom of construction or reconstruction 
continues; what is uncertain and must be deliberately secured is 
the productive, dynamic, far-sighted use to which employment 
must be put. The problem of inflationary pressure is not absent 
here, but in principle it is less urgent than in the United States 
because the unused margin of productivity should provide the 
means to keep inflation in check. This is not to deny that weak 
governmental action, as in France and partly in England, may 
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fail to take full advantage of its opportunity. The entire group 
of problems dealt with in two or three of Harris’ chapters appears 
for the first time in a theoretical survey of planning.® 

One special problem connected with the danger of inflation is 
that of bottlenecks; one may have unemployment and inflation 
side by side. The problem may be of a purely domestic character 
and in this case shades off into that of incentives for more efficient 
manual work and of investments for more productive equipment, 
as mentioned before. The smaller and less rich the country, the 
greater the possibility of bottlenecks; the problem then coincides 
with that of foreign exchange, which is greatest in the case of such 
countries as used to balance their international accounts by 
revenues from their colonial and other foreign investments and 
are now confronted with the task of retrenchment after the loss 
of revenues. Husbanding of domestic resources and of foreign 
exchange in view of such bottlenecks is a major item in the list of 
objectives which economic planning is called upon to achieve. 
Like the related problems of productivity and industrialization, 
however, husbanding of resources is logically the opposite of the 
classic objective, full empioyment. 

This survey of objectives is not complete. That a war economy 
is a planned economy is generally accepted; that armaments, par- 
ticularly m times of rapid technological change of military tech- 
niques, may force a strict planned economy is all too obvious. 
Planning in such cases is a means toward ends foreign to economic 
considerations as such, and may thus be listed in a third group 
distinct from the two others, which are concerned with full employ- 
ment of resources on the one hand, and husbanding of resources 
on the other. The number of possible extraeconomic objectives 
of economic planning is unlimited, of course. One of them has 
already acquired great political importance and should, in due 


5 The distinction between the problems.of static and dynamic planning is suggested 
in my article, “Types and Potentialities of Economic Planning,” in Social Research, 
vol. 2 (May 1935) pp. 176-94, reprinted in Findlay Mackenzie, ed., Planned Society 
(New York 1937), and is further pursued in “Developmental Schemes . . .” (cited 


above). 
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course, assume great economic importance; it is the “integration” 
of European countries striven for by the Marshall Plan administra- 
tion, the more or less far-reaching merger of many political eco- 
nomic units into one. For the time being, this is only one more 
example of the general truth that if planning is an alternative to 
a free market economy, then all economic problems of the world, 
whether arising from technically economic facts directly or from 
political changes, can become subjects for planning. This might 
appear too much a matter of course to be explicitly mentioned, 
but Professor Harris’ book, strangely enough, is the first treatise 
on planning to suggest to the reader this trivial conclusion—so 
unexplored is the entire field. 


Ill 


The above observations may have increasingly puzzled the reader. 
Is there any reason in the world why we should look for an alter- 
native to the market in all these practically innumerable cases? 
Is there a real reason—that is, something other than an irrational 
doctrinairism which insists on doing badly what could be done 
well? In other words, the theoretical discussion of planning is 
suspended in mid-air unless it indicates the grounds on which we 
should resort to planning rather than rely on the market to do the 
required job. This writer is unqualifiedly convinced that, 
wherever the market can do it at all, the job should be left to the 
market, for reasons of genuine liberalism, and out of fear of 
bureaucracy and political power. He is convinced of this neces- 
sity because there can be market forms other than capitalistic, if 
the ideas of the Fabians and the suggestions offered by Lewis 
Corey, H. B. Parkes, and Alfred Weber for the constitutional 
reconstruction of large-scale enterprises are explored with a view 
to finding out where capitalism and where cooperativism and other 
constitutions may be applicable and preferable. Furthermore, 
inasmuch as the market can be equated with consumers’ 
sovereignty—the determination of the volume of industrial out- 
puts by the purchasing power awaiting the sales of these outputs— 
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it is compatible with a redistribution of purchasing power by 
means of taxes in the short run and, more permanently, by a 
redistribution of properties whose revenues become purchasing 
power. 

The relationship between the free market, capitalism, socialism, 
and planning is more complicated than is often suspected, if the 
market is not necessarily a capitalist market and planning is not 
necessarily social planning. “Capitalism” and “‘socialism’’ desig- 
nate the constitution of the economic units, “the market” and 
“planning,” the method of integrating those units into the whole 
system—which is not to deny that there is, for historical reasons, 
a closer affinity between capitalism and the market and between 
socialism and planning than between capitalism and planning, 
socialism and the market. Precisely for this reason the name 
“socialist market economy”’ was used to identify the present writer's 
and related attempts, twenty and thirty years ago, to refute the Mises 
argument in favor of the capitalist market. The name is widely 
used in Europe to this date, in the original sense of “decapitalizing” 
the market by changing the institutional set-up within which it 
works; also, of having the objectives of planning, wherever pos- 
sible, achieved indirectly by way of market procedures, that is, by 
changing the conditions of supply and demand, rather than by 
direct administrative controls. The latter point will be elaborated 
below. 

To sum up the argument: the traditional reasons for wholesale 
unification of all economic activities under a socialist government 
—such as are found, for example, in the books on socialist eco- 
nomics by Lange and Dickinson—are obsolete, because they lump 
together in one stroke of revolutionary change different objectives 
which can, but need not logically, be lumped together; they can 
as well be dealt with by different sets of measures and must be so 
dealt with if totalitarian control is to be avoided. In other words, 
what is economically desirable in them can be achieved in dif- 
ferent ways, and what is politically undesirable, but ignored by 
the economic theory, should make it obligatory to give up the 
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totalitarian theory for the study of the alternative program. Under 
this comprehensive program, planning comprises the particular 
set of measures designed to do what, in general, the market is 
supposed to do, but cannot achieve in this particular case—that is, 
secure the right proportions and smooth interlocking of separate 
economic activities. If the benefits of the market procedure must 
be retained wherever possible because they are not necessarily 
bound up with a capitalistic organization of properties, then 
planning can be justified only where and to the extent that the 
market is technically unable to do the job. Reasons for economic 
planning must be developed in such a manner as to show two 
things: that the market cannot do the required job; and that 
planning can. These two do not necessarily coincide. The realism 
of this approach can be seen from the fact that in many countries 
governments not inclined to the adoption of measures of economic 
planning have found it expedient or imperative to resort to them: 
the logic of the situation asserts itself against political or economic 
prejudices. What then are the reasons which make economic 
planning not a desirable but simply a realistic solution? 

1. Of all such reasons, it seems to me, the most conspicuous is 
that the adjustments through the market often take more time 
than one can afford to invest. Consider the case of a war economy. 
With the gigantic demand of the war agencies dwarfing every 
other demand, consumers’ sovereignty, if it could have disregarded 
the time element, would have forced any and every adjustment of 
production and services. The expansion of the aircraft industry, 
for example, would have required, in due course, a larger number 
of aircraft engineers and would, to attain this end, have raised 
the price of their services and drawn more young people into this 
line of training so as finally to meet the demand and bring the 
salary back to normal. Instead, we proclaimed that we would 
build fifty thousand or a hundred thousand airplanes and asked 
that young people enter the field immediately so as to be ready 
in the shortest possible time. Planning and the setting of produc- 
tion targets by a central agency thus replaced the roundabout way 
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of stimulating supply by price fluctuation. Lest anyone believe 
that conditions of a war economy are in a category apart, we may 
refer to the Marshall Plan, which is supposed to make Europe 
self-sufficient by 1952, not by unexpectedly cutting off American 
subsidies and thus forcing European industries to produce for 
export because of the abrupt fall in their national currencies, but 
by telling them in advance that it is imperative that they balance 
their international accounts by that time and requesting that 
they begin to prepare for that contingency immediately, and thus 
skip the otherwise inevitable fluctuations of exchange rates. Here 
again the narrow deadline—apart from other considerations to be 
noted presently—makes it impossible to wait for the natural 
adjustment in reaction to market fluctuations; knowing what the 
final result of the adjustment must be, one aims at it directly and 
by-passes the time-consuming fluctuation, which would otherwise 
be set in motion only at the very moment when one hopes to have 
the anticipated adjustment completed. Where time is of the 
essence, planning shortens and straightens the way to the goal 
which the free market could attain only by a detour. 

2. That the free market would attain the goal at all is far from 
certain. This argument can be developed on several levels, pro- 
ceeding from the most general to more specific ones. The most 
general one is often referred to, and seldom understood, in the 
form of Keynes’s gibe that economics is not of much use if it has 
nothing to tell us except that after the storm the sea will be quiet 
again. The question is whether we can survive the storm—‘‘in the 
long run we are all dead.” This is the question which economists 
strangely misjudge, if, caught in their mathematical logic, they 
ignore the fact that economics is a function of society and can 
operate according to its own autonomous laws only so long as the 
sustaining society lives in a minimum degree of peace and order. 
If society breaks under the strain of the economic remedy of eco- 
nomic ills, the economist can indeed argue that everything would 
have been fine if the stamina of society, which is not his field of 
study, had been better. This is the constantly reiterated argu- 
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ment of the Mises school, not illogical but irrelevant. Economic 
reasoning always presupposes the undisturbed cohesion of social 
life, precisely the thing that may be threatened by the strain which 
the reaction of market fluctuations to a disturbance may impose 
on society. Planned attainment of the result of that quasi--auto- 
matic adjustment, then, is the way of diminishing the strain by 
skipping the fluctuations. 

The classic example, naturally, is the adjustment after, or in 
circumvention of, a crisis of autonomous economic origin. The 
case of planned circumvention here is fairly complicated, however. 
In the case of the autonomous business depression, the goal to be 
achieved either by passing through it or by anticipating and cir- 
cumventing it is now usually described as effective demand suf- 
ficient to provide a high level of employment. This answer, 
however, would be satisfactory only if the depression were caused 
by—or threatened to arise from—self-generated monetary move- 
ments; it is difficult to say whether and how often there is such a 
thing. For while every depression, in order to become general, 
must pass through a monetary, deflationary phase, and this phase 
may very well loom larger than the preceding one in the statis- 
tical picture, the disturbing fall in profit expectations in some 
important area may have substantial structural reasons, which 
then, by definition, would not be removed, but only temporarily 
covered up, by planned reinflation, and would continue to exert 
their disturbing influence. If the patient suffers from some organic 
malady, a tonic may do him good but will not cure him. The 
depression is the manifestation of some deep-seated ill; it is the 
attempt of the autonomous system to eliminate the disturbance 
itself rather than its symptom. In other words, by circumventing 
the disturbance, we may deprive ourselves of the opportunity of 
probing its cause, which, however, we must discern clearly, if we 
want to arrive at renewed health. This is the grave problem of a 
policy of full employment. Economic disturbances arising from 
political causes are much more easily diagnosed and in principle 
more easily remedied by planned action. In the case of the 
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Marshall Plan, the organic disturbance which, without economic 
planning, would manifest itself in a catastrophe of currencies in 
1952, is conspicuous years in advance. It is the inadequacy of 
the volume and productivity of export industries to meet the 
postwar requirements. But even if the autonomous economic 
disturbance is much harder to diagnose and remedy by planned 
action, that such action must be taken here too in order to diminish 
the strain on society is not precluded. This is our point. 

The two preceding points are supra-economic: adjustment by 
way of roundabout market procedure is precluded in the former 
case by the short time at our disposal in which to meet an expected 
political emergency; in the latter case by the strain on social and 
political life inherent in severe market fluctuations. ‘The two are 
quite likely to be cumulative in frequent cases, as, for instance, 
in that of the Marshall Plan. In both cases it could be argued 
that the market could do the job if it were permitted to; but one 
cannot afford the extra-economic cost. 

3. In our third case, one resorts to planning because the market, 
if left alone, would fail to do its job. A certain minimum of 
economic stability is required for the market itself to be able to 
work; fluctuation must not exceed a certain maximum, if the inde- 
pendent economic units are not to lose the possibility of orienta- 
tion for their decisions. These units act within a set of conditions, 
among which, with given methods of production, costs of inputs 
and prices of outputs are most conspicuous, indicating the relative 
scarcity of the former and the relative strength of demand for the 
latter. In the economic account, scarce resources can justifiably 
be used for one particular production and be withheld from others. 
only if the demand for this output is at least as strong as for 
alternative outputs; in the private account, this means that cost— 
that is, prices of resources—must at least be balanced by the price 
of the output. But whether there is any chance for this to happen 
can be judged with a reasonable degree of probability only if costs 
and prices do not fluctuate too wildly—in other words, if there is 
a minimum of steadiness in supplies of resources and in relative 
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demands for goods. Where natural or historic catastrophies have 
deranged the economic structure, there is no set of costs and prices 
into which the individual firm could fit its operations. Not until 
the new conditions have found a certain equilibrium, a minimum 
of stability, can further adjustments be left to the single units 
seeking their way without guidance in the market. There is a 
greater affinity between the market and static economic theory 
than is often discerned: the market can digest only a certain maxi- 
mum of change and not a complete simultaneous revaluation of 
all magnitudes. It is still possible for individual units to fit them- 
selves in, if theirs is the initiative in bringing about far-reaching 
change by introducing cost-saving innovations of major impor- 
tance. The burden is then simply shifted to the now marginal 
units, those whose cost does not change but provides the dynamic 
firm with an element of stability for its own operation. This is the 
precise way in which Schumpeter describes dynamic progress. 

But in the war and postwar economies, physical and economic 
ravages often created unprecedented conditions which are not yet 
crystallized in somewhat stable relative prices; and private firms 
could not act under such conditions without directives from some 
central point. Likewise the setting up of new political-economic 
units, such as are envisaged by the Marshall Plan, even if only 
half successful, would revolutionize the markets of the countries 
involved beyond the point where laissez faire could take care of 
the new coordination. In other words, whether the newness of 
conditions is due to the catastrophe of the old, or to a deliberate 
new creation—these are our two current problems—makes no dif- 
ference for the method of adjustment. And our second case blends 
into the third, which is powerfully represented in our present 
world by the Soviet Union: dynamic revolutionary industrializa- 
tion of a preindustrial country prohibits, by definition, a laissez- 
faire method of preserving or producing balance in growth; in 
such a country nothing exists to serve as orientation. To a certain 
extent the case has to be delimited from that of the United States, 
which was once not only a preindustrial country, but one which, at 
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the same time, was uninhabited and very rich; here it was possible 
in the beginning not indeed to equilibrate the nonexistent, but to 
grab whatever one could lay one’s hands on—if this can be called 
laissez faire or free enterprise. It may be more important, how- 
ever, to recall that Alexander Hamilton was a mercantilist, not 
a liberal. Nor is there any difference in principle between the 
Soviet case of rapid planned industrialization and the planned 
and guided building of a laissez-faire industrial society in the 
west a hundred and fifty or two hundred years earlier; nor between 
all this and the creation of the first civilizations in the valleys of 
the Nile and the Euphrates through vast water works six thousand 
years ago. In sum, wherever conditions are to be completely 
changed—no matter whether for economic or extra-economic 
motives, which in any case are hard to distinguish—orientation 
cannot be derived from a decentralized cost-price structure, but 
only from some picture of overall physical quantities, which can 
be provided only by centrally placed agencies. 

Taking a somewhat broader view of economic history, the his- 
torical limitations of the free market economy become visible. It 
lived and served brilliantly for a few generations. But it could 
emerge in the eighteenth and nineteenth centuries only because it 
had been planned for; that is, private activities were guided and 
developed by public initiative until they reached a state of rela- 
tive economic equilibrium in a relatively stable political and social 
structure and could then go on without such leadership under 
the anonymous guidance of the cost-price structure. At that time, 
the public authorities, which had made the emancipation of busi- 
ness possible, frequently resisted it. It had not been their con- 
scious aim. Now the position seems to be reversed. The inherent 
tendencies and necessities of economic life in a politically and 
economically unstable world seem to demand public guidance 
once more, and even though the public authorities frequently 
frown upon their new functions, they cannot escape them. The 
analysis of these inherent economic tendencies, which we have 
called reasons for economic planning, clearly comes under the 
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heading of ‘‘political economy” rather than “economics”; but pre- 
cisely for this reason the day of economics—the analysis of autono- 
mous economic life—seems to be drawing to a close. 

ga. For the sake of completeness, brief mention should be made, 
in this connection, of special defects in the price mechanism itself, 
which necessitate special planning measures and meet with almost 
general approval in principle. It is by definition that certain 
“cobweb” situations cannot be disentangled by the market pro- 
cedure. Of much more general interest are those well-known cases 
where either the supply or demand schedules bend backward, with 
the effect that either no intersection between the two is reached, or 
they coincide over a range of indeterminacy. The frightening 
importance of the former case is in certain lower ranges of the 
supply schedules for labor and for staple agricultural products, 
where a fall in demand may stimulate a ruinous rise in supplies, 
which can be stopped only by an intervention designed to lift the 
market above the area of abnormal reaction. The most appropri- 
ate method or methods to be used in agriculture are still contro- 
versial, while a ceiling over labor supplies was established by the 
labor protection laws, for eminently practical reasons, long before 
the problem was analyzed in terms of economic theory. Both prob- 
lems, for all their practical weight, are clearly marginal in the 
sense of concerning extreme situations and requiring special reme- 
dies rather than general planning measures. That is what distin- 
guishes them from the case of the business cycle, which could also 
be subsumed under the heading of deficiencies in the regulatory 
function of the price mechanism, but requires overall intervention. 

4. The next point has to do, not with the overall situation, but 
with special goods. It is the question of special scarcities and 
bottlenecks. Such a problem can hardly exist in a somewhat nor- 
mal economy, where production is so organized as to approximate 
equal marginal satisfactions (the same rate of substitution) in all 
its branches. The problem can arise only, again, as a result of 
some catastrophic interference from without; this is what links 
our present discussion to that of general disturbances. Some 
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particularly urgent needs would then have to go unsatisfied with- 
out planned intervention. For example, special goods may be 
cut off by war. The market would achieve rationing through price 
rises, thus reserving the limited supplies to those who could afford 
them; rationing, in the proper sense of the word, would divide 
the supply equally among all citizens at prices within everyone’s 
reach. A maximum price, naturally, cannot be maintained with- 
out some control of supplies to keep them from escaping into the 
now outlawed free market, and this implies a tendency to control 
production in other fields as well, which, if left free, would expand 
at the expense of the rationed industry. That is why rationing, 
however indispensable in individual cases, is unpopular; it cannot 
work well. If it is raw materials which are the cause of the strain, 
the market will raise their prices and thus reserve them for such 
products as meet with the most intensive demand in terms of pur- 
chasing power, to the exclusion of goods more vital to financially 
weaker groups. Here again allocation at maximum prices will be 
resorted to. 

It is always economic inequality that makes rationing necessary. 
In a completely egalitarian society, the price of the free market 
would reduce everybody’s demand for a portion of the limited 
supply precisely in the manner of rationing in an unegalitarian 
society. A completely egalitarian society is a utopia, but a some- 
what closer approximation to it than our western world is not 
utopian. It is understood, of course, that rationing and direct 
allocation solve the problem only for a limited period of time, 
until the restoration of normal production or the emergence of 
substitute production eliminates the source of the trouble. If the 
damage is irreparable, the free market way of adjustment would 
be by a Malthusian reduction of the population to the point where 
wages would cover the high price of livelihood, and surely no 
political community, whatever its constitution, can afford that. 
The limitations inherent in the market mechanism limit the field 


of its applicability. 
5. A last point, distilled from experience and the most para- 
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doxical of all, can be made separately, though it also blends into 
other points made above. This is that planning is occasionally 
called upon to inject dynamic life into an industry bogged down 
in static routine precisely because of laissez faire, the stock example 
being coal mining in Britain. It is often maintained—more or 
less inadequately—that the incentive to progressive action is lulled 
by monopoly. But British coal mining was not organized as a 
monopoly, and no economic reason whatever can be produced 
to explain its abnormal behavior, which had been generally 
recognized by all parties for twenty-five years. The economic logic 
of the nationalization is simply to reduce in number and reorganize 
the units of management—to do that which effective competition 
among private owners should long since have brought about. 
So this is one more case where planning serves a purpose that the 
market is supposed to serve but cannot, in this case, for noneco- 
nomic reasons. It isa return, in modern form, to that paternalistic 
guidance by the state which in the beginning of capitalism and 
industry seemed to have a monopoly on initiative and knowledge 
unattainable by private business. No forms of economic organiza- 
tion guarantee the perpetuity and efficacy of the spirit in whose 
behalf they are directed; no incentive is infallible. 


IV 


The different forms of organization contain different incentives 
typically associated with them, and the difficulty in the transition 
from one to another lies in the fact that institutional forms can be 
changed only by an event concentrated in a brief act, whereas 
responses to incentives change, at best, in a slow process of growth 
and adjustment. The institutional problems of planning are mani- 
fold, but there is reason to regard them as soluble, if not perfectly, 
at least to the extent attainable by political efforts in general. But 
the psychological problems of democratic planning are not yet 
solved, and it is small comfort to know that the nature of the 
psychological problem in history hardly permits hope for an early 
solution. More than that, even if the problem of rational alloca- 
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tion in any socialist or planned economy had long since been 
proved to be soluble, this should not have blinded enthusiasts 
into believing that it suffices to demonstrate the possibility of a 
socialist or planned economy; without efficiency and initiative, the 
output from the most rationally allocated resources would decline 
and bring down the system with it. This is the crux of the matter. 

The general problem is that of the mixture of systems and incen- 
tives. In pure laissez faire, there is a complete scale of negative 
and positive incentives to individual action, ranging from starva- 
tion to unlimited wealth. In the completely political structure of 
the Soviet economy, the corresponding incentives range from the 
concentration camp to unlimited power. On the ideological side, 
these incentives are supplemented or, as the case may be, over- 
shadowed by the assertion of personal independence and the sense 
of achievement in laissez faire, and by the sense of contribution to 
communist power and final victory in communism. In the sym- 
biosis of capitalism with political democracy, democracy is inclined 
to tax the profits of capitalism away and leave it with only the 
risks; this is not a possible solution to the problem. Democratic 
planning, which by its very nature can almost be defined as plan- 
ning for security, takes away the risks from both entrepreneurs 
and workers. But the offer of adequate profit incentives to entre- 
preneurs is here doubtful, for reasons of both democratic egali- 
tarianism and the requirements of profit limitations in unrationed 
industries for the protection of rationed industries. This is no 
solution either, for there is in principle no positive or negative 
incentive of sufficient strength, and the situation seems designed, 
as has often been remarked, to transform entrepreneurs into 
bureaucrats, who have practically nothing to fear, but nothing 
to gain either by a display of initiative. Nor is the situation much 
different in regard to the workers, who are secure in their jobs 
but are expected to respond to only very moderate positive 
incentives. 

The unbalanced structure of the system of incentives rests on 
the optimistic interpretation of man’s nature in present-day democ- 
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racy, which will, in the extreme case, go so far as to consider 
individual incentives superfluous and to rely entirely on every 
individual’s interest in increasing his real income by contributing 
toward larger outputs—as if the rational thing to do were not to 
have everybody else work with maximum intensity and to diminish 
one’s own disutility of work by a leisurely pace. The fallacy in 
regard to human nature is reinforced by the prejudice that the 
preservation of negative incentives would imply the preservation 
of capitalistic insecurity, which it is the central ambition to elimi- 
nate. Paul Tillich has shown that the objectionable thing in 
capitalism lies in the insecurity of the able and industrious, not 
in that of the lazy; only when the scourge of mass employment is 
ruled out will the individual worker, within modest limits, be 
master of his and his family’s destiny once more. This, however, 
implies that, if unemployment for reasons beyond the individual’s 
control is destructive of his sense of responsibility, dismissal for 
reasons of personal failure is a necessary element of an adequate 
structure of incentives. Positive incentives, naturally, are no less 
necessary; in other words, earning should vary palpably with per- 
formance. The result of an egalitarianism which protects inertia 
and punishes achievement can only be that cult of mediocrity 
which would be the end of socialism, planning, and democracy. 
The very important qualification is that, as the drive to communist 
power makes the Soviet economy dynamic by inspiring the party 
members in charge of management, so egalitarianism, if under- 
stood as a dynamic drive to social justice, might—and does—inspire 
dynamic action on the part of individuals and groups to raise the 
level of common welfare. 

No discussion of principles is given in Professor Harris’ book. 
What we learn from it is facts regarding special incentives in special 
cases, or the absence of special incentives. Professor Tinbergen’s 
planning for the Dutch economy is singled out for praise because 
of ingenious incentives, but we do not learn what they consist in. 
That Britain has been at great pains to increase both the number 
and efficiency of her miners is common knowledge; here was the 
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most widely discussed domestic bottleneck of the British economy. 
But the exceptional position which miners have attained in all 
western countries—from John L. Lewis’ American miners to those 
in western Germany, where their rations were three times the 
normal ration during the postwar famine—stands out in clarity; 
other groups of workers cannot be given such privileges and much 
less can the privilege be made general. In the United Kingdom's 
program, the redistribution of labor in favor of more essential, 
but not in themselves sufficiently attractive, industries looms large; 
one should like to learn how successful these attempts have been, 
and whether they too employed wage differentials as their means. 
What has been mentioned is that in order to draw women into 
employment and thus enlarge the labor force, specific arrange- 
ments were made, for example, for part-time jobs adjusted to 
household needs. How effective have they been? In Norway, 
which seems, on the whole, to have had the greatest success of any 
country in democratic planning in the postwar period, the alloca- 
tion of labor is achieved by issuing to the favored industries 
priorities for hiring. This, however, is a matter of allocation, 
not of incentives; the workers obviously can seek employment 
only in licensed industries, but this says nothing about the efficiency 
of their work there. 

Housing is in a category of its own in that it is a most important 
item in the program of the welfare state and at the same time an 
incentive for, or condition of, efficient work. It might be more 
correct to say that the absence of adequate housing accommoda- 
tions impairs the productivity of newly expanding industries, as 
can be seen in the neoliberal reconstruction of the economy in 
western Germany, with no trace of planning a welfare state but 
with the consequence that the lag of housing is now generally 
recognized as a major handicap to efficient work on the part of the 
workers. This is parallel to the obvious fact that money incentives 
cannot substitute for food where it is in short supply, and suggests 
that an adequate system of incentives cannot be limited to wage 
differentials but must include an assured minimum of “welfare” 
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in kind. Manchester capitalism assumed—and so does Professor 
Erhard—that the workers’ maximum productivity is assured by 
their self-interest, which should prefer a larger to a smaller income, 
while capitalists are supposed to do their best only if they expect 
to be properly rewarded. But Malthus and Ricardo already knew 
that the minimum standard of living necessary for the working 
population to reproduce its numbers is a cultural not a physical 
magnitude—and so is the minimum reward required for workers 
to attend to their jobs with full concentration of energy. 


Vv 


The last problem here to be touched upon is that of the classifica- 
tion of controls at the disposal of planners. Professor Harris again 
gives no such classification, but contents himself with the facts of 
allocations, priorities, foreign exchange controls, price controls, 
and so forth, as they occur in his survey of the plans for indus- 
trialization, international stability, and the like. In the public 
discussion two classes of controls seem to be generally distinguished: 
overall or monetary controls relating to the regulation of effective 
demand, and direct physical controls. This distinction is obviously 
of great importance because the former group of controls is con- 
sistent with the undisturbed operation of the price mechanism in 
allocating resources, with all the benefits which this implies, while 
the latter group, by definition, is not. Beyond this economic 
significance, the distinction possesses great political significance 
in that the physical controls, conceived as they are in deliberate 
opposition to the market, tend to expand governmental power and 
bureaucratic functions, while monetary controls are, in principle, 
only an elaboration of such governmental functions as have been 
considered legitimate for the operation of the market ever since 
Ricardo, as a kind of market police. For either one or both of 
these reasons, democratic planners should be most anxious to resort 
to indirect controls wherever possible. It is cause for disappoint- 
ment and concern that the many distinguished economists asso- 
ciated with planning governments in Britain.and on the Continent 
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do not seem to be successful in asserting this simple truth against 
the new vested interests, the intellectuals or labor union officials 
who fill the new bureaucratic positions and look for more positions 
and more powerful functions. 

The dichotomy between overall controls in conformity with the 
price mechanism and specific controls opposed to it is not exhaus- 
tive, however. There is a third possibility, half way between them 
but independent in structure, of specific controls conforming to 
the requirements of the price mechanism. Its theory is that of 
monopoly, which is specific control within the limits of the market. 
The late Heinrich von Stackelberg pointed out that governmental 
price policy, both maximum and minimum price policies, are 
theoretically to be subsumed under monopoly and monopsony and 
presuppose that supply or demand respectively is really under 
control; he even includes rationing by saying that what it amounts 
to is an artificial reduction of demand.® But it is more important 
to explore the specific controls needed for a smooth operation of 
a dynamic economy. These are the controls of investment, which 
the advocates of overall controls generally neglect because they 
consider that a steady flow of consumer purchasing power will 
steadily overflow into investment. There is little to recommend 
this assumption, if it is true that the demand for producer goods, 
far from being excessively “induced” by the demand for consumer 
goods, follows laws of its own when it is instigated by independent 
technological innovations, booming at first and then slumping as 
a preliminary degree of saturation is reached. To be sure, total 
purchasing power can be prevented from slumping with it. But 
this does not suffice to assure re-employment for coal miners or 
steel workers or textile workers or those in other consumer goods 
industries; direct controls are needed.” 

But there is no reason why these direct controls should violate 
the price mechanism if they can instead be made to use it by using 
the technique of monopoly. In competition, price is independent 


6 Grundziige der theorischen Volkswirtschaftslehre (1943) pp. 124-26. 
7 See my book, Freedom and Order (cited above) p. 81, footnote 1. 
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of individual action, and individual output is as large as the indi- 
vidual producer can make it with that prevailing price setting the 
limit to his investment of cost. The monopolist chooses both 
quantity of sales and price, each quantity selling at a price exclu- 
sively associated with it. In order to steady investment, one will 
have to vary the quantities of monopolized industrial credit and 
monopolized steel so as to have as much expansion as is compatible 
with or required for long-range stability. There may be special 
reasons for discrimination among applicants for means of expan- 
sion; in that case there will be differentiation of interest rates and 
steel prices. But in the absence of such special reasons one would 
simply let the interest rate and the steel price associated with those 
supplies determine the selection of those applicants who can afford 
them, that is, those whose products are expected to meet with a 
correspondingly high demand in terms of the accepted income 
structure. It is quite true that the rate of interest cannot control 
investment so as to eliminate the business cycle so long as there 
are negative profit expectations. But this case presupposes general 
deflation and is ruled out by the monetary controls, to which the 
monopoly technique here suggested is not an alternative but a 
supplement. Where it can be applied jt should certainly be 
preferred to the practices of priority and allocation currently 
in use.® 

8 For a fuller discussion of this point, see my article, “Planning and the Market 


System,” in Social Research, vol. 1 (November 1934) pp. 486-504, reprinted in Findlay 
Mackenzie, ed., op. cit. 

















COMMUNISM AS A SECRET 
INDIVIDUALISM 


BY H. M. KALLEN 


Moores man knows that his existence is a predicament. His 
medieval ancestor might have submitted to feudal and ecclesias- 
tical tyrannies in his daily life, but his submission was based on 
the feeling and belief that he was created an immortal soul, indi- 
vidual, unique, and sure—unhappy or happy—of surviving all 
attempts to destroy it. To himself, and to his neighbor, this soul 
counted as a One, never to be mistaken for any other. Its station 
might be high or low, but its identity remained impregnable. 
Quite otherwise does the modern look upon himself. Although 
he feels about himself, in his doings and sufferings, as did his 
ancestors, that he is uniquely this One, never by him to be mis- 
taken for any other, he knows this must be illusion. From the 
sciences he has learned that he is not an immortal soul but a 
psychophysical organism; that his separate and distinct personal 
life consists of nothing else than a passing wave in a stream of 
transformations of natural energies. He thinks of himself in terms 
of such sciences as physics and physiology, psychology, economics. 
He defines himself by means of IQ’s, ratings, averages, medians, 
and other statistical abstractions of psychologists and economists. 
And by the light of these abstractions, he, the living person, counts 
by himself for nothing; the rule, the law, the business cycle, the 
secular trend, the mass, the class, count for everything. Yet so 
long as he lives, he must go on living as if his singularity were 
everything; and those rules and measures nothing. Whether he 
be an employer or an employee, his living individuality throws 
off and puts aside all classification, measurement, numbering. 
Those are worked as instruments to manage him with, not as 
insights to discern him with. They are treated as means by which 
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individuals bring other individuals together to serve or to be 
served, but not themselves. 

Sometimes the coming together of individuals is free and volun- 
tary. Sometimes it is coerced. Sometimes it begins as free and 
voluntary and becomes coercive. The majority of human associa- 
tions are a mixture. Churches, states, classes, castes, grades, and 
orders all contain a very large amount of coercion. With coercion 
goes instant resistance to coercion. The history of every form of 
human association shows that regardless of whether it was estab- 
lished freely or by force, it tends to preserve itself and to grow by 
means of coercion, and that the individuals coming under its 
influence resist this coercion by every form of withdrawal and 
rejection in their power, from unconscious sabotage to organized 
revolution. 

Such action is not often efficacious. As the Declaration of Inde- 
pendence says, “Mankind are more disposed to suffer while evils 
are sufferable than to right themselves by abolishing the forms to 
which they are accustomed.”’ Even after a revolution has abolished 
the customary forms, the reflex character which time has given 
them, and their inertia, may be stronger than the suffering which 
broke their authority. Hence, the change which a revolution 
brings may not be a change in the way of life at all, but only in 
the way of talking—a new way of talking superimposed upon old 
ways of life. This happens, as a rule, when the change in human 
relationships which a revolution seeks is unaccompanied by a 
change in the natural and technological conditions of men’s lives. 

The lack of such a change when Christianity took power is 
what kept it only a way of talking during most of its history, and 
still keeps it so where ecclesiastical authority holds the power. 
The creation of such a change, through the redistribution of land 
in France and through the availability of free land in the United 
States, is what gave to the American and French revolutions much 
of the force that they possessed. When, in addition, new natural 
materials are employed and new technologies worked out, as was 
the case when machine industry came in, the parallel reordering 
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of group relations is profound. The struggle for individualism 
has been incident to such reordering. 

An operative individualist society has hardly ever been a fact, 
and always an ideal. And individualism as an ideal has been the 
hidden force, the unconscious motive, even in principles and 
programs for changing society like socialism or communism or 
fascism. Their public champions may be “‘introverts” or 
“extroverts,” but they are usually the most pronounced, conspicu- 
ously self-affirming personalities one can find outside a lunatic 
asylum. They employ the teachings which make the individual 
nothing and institutions everything as a means of asserting their 
own personal rebellion against their fellows. 

Most have shown themselves to be in fact secret egotists, quali- 
fied by a certain emotional and logical blindness which they share 
with the people at the opposite extreme—with the holders of social 
prestige and enjoyers of free income whom Veblen describes as 
beneficiaries of “a legitimate right to get something for nothing.” 
Those persons employ a philosophy of life which in the United 
States has been called “rugged individualism,” “one hundred per- 
cent Americanism,” “free enterprise.” They are obviously, as 
well as operationally, egotists. Theirs is the egotism of privilege, 
seeking to keep fast that which it inhumanly holds, demanding 
individual freedom for themselves, refusing it to their fellows. 
The other is the egotism of desire, seeking to take away that which 
it more or less humanly craves. Both affirm their own individu- 
alities, and at the same time they nullify the individuality of every- 
body else who differs. As Kant would say, they treat other people 
as means and not as ends. A consistent individualism would 
treat all people as ends. 

Momentous to himself as I to me 
Hath each man been that ever woman bore; 


Once, in a lightning flash of sympathy 
I felt this truth, an instant, and no more. 


A consistent individualism would establish “this truth” as a habit 


of life. 
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But, the missioners of communism preach, this is exactly the aim 
of the communist philosophy—to abolish by means of the class 
war all classes, all invidious differences, and set all men on the 
same level of security and value. 

Yet if we examine the premises and pretenses of the communist 
cult, we find no ground for this claim. We find it to bear the same 
relation to both “rugged individualism” and “fascism” as Cal- 
vinism bore to Catholicism and Lutheranism. Indeed, we find it 
giving promise of setting itself up as the universal religion of the 
industrial world-to-come. Already long ago was it split by the 
contrast between professions and practices of which Christianism 
is the model. 

Consider first the communist dogma. It asserts that we, and all 
the world beside, are matter in motion; that the forms which 
matter takes are due to the character of the motion. It endows 
the motion with an exclusively dialectical nature; dialectical, 
because matter by its own force always moves in opposite direc- 
tions into antithetical forms. In this lies the polarity of matter, 
the reason why it develops in such contraries as the heat and cold, 
light and dark of physics, and the rich and poor, labor and capita! 
of social life. This is why the development is such, that though the 
two are opposite, they are organically interdependent, and neither 
can exist without the other. They are the opposite poles of the 
same unitary movement, known as the dialectic of matter. 

Now, the existence together of these opposites in the dialectic 
process is a struggle. In human life this struggle is known as the 
class struggle. As it proceeds, each class supposedly moves from 
some unknown original center of sameness into extreme opposi- 
tion. The rich grow richer and the poor grow poorer by dint of 
the laborer’s transforming labor into capital, and the capitalist’s 
taking possession of this transformed labor for himself. The 
process is, at first, automatic, reflex, unconscious. It becomes 
conscious as the workers are made aware of their class unity and 
join together to make themselves free: ‘Workers of the world 
unite, you have nothing to lose but your chains.” 
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The mission of communists is to awaken the world’s workers 
to purposeful class consciousness, to unite them against the 
capitalists, to intensify and to organize the class war, to bring 
about the great utopian revolution. Their means are the com- 
munist doctrine and discipline, founded on the dogmas of dia- 
lectical materialism; they call it “scientific socialism.” By this 
means, in the fullness of time, the workers of the world will be 
united, while coincidentally all the capital of the world will have 
been concentrated in the hands of a very limited ownership. ‘Then 
the world’s proletarians will rise in their might, expropriate the 
expropriators, take possession of the banks and fields and fac- 
tories and their appurtenances, and set up the stateless and class- 
less technocratic society where all men are equal and equally free 
and secure. Everybody lives happily ever after. . . . 

Even though the actual course of events, in Russia and in other 
primitive economies, does not conform to this global law, it is the 
law, just the same. 

The final event, it must be clear, is one in which polarity col- 
lapses into identity, increasing opposition into permanent unity, 
increasing hierarchy into permanent equality. 

But is not such a culmination a contradiction of its premise? 
For the premise is that the dialectical character which pertains to 
the motions of matter is inherent, inalienable, eternal. So long as 
there exists matter in motion, the motion will be dialectical. Will, 
then, history stop when communism is attained? Will matter 
cease to exist or will its motion cease to be dialectical? ‘The mis- 
sioner revealeth not. If matter or its motion change in nature 
with the attainment of communism, why should either or both not 
change before this climax is reached? And if either or both be 
unchanging and eternal, how is the communist culmination pos- 
sible at all? How can the dialectic of matter ever reach the com- 
munist phase? Or, if it can reach such a phase, how can it stop 
thereat? 

Again, the missioner hath no reply. There is no indication that 
he ever thought of events within and beyond his communist 
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finality. And why? Because the stopping place of the materialist 
dialectic has nothing whatever to do with the nature of things and 
even less to do with logic, even the logic of materialist dialectics. 
The dialectical stopping place is sheerly a selection due to moral 
idealism and humanitarian passion. Hegel, whose imagination 
perfected the notion of dialectic which Marx expropriated and 
employed, made the cosmic antitheses come to their final recon- 
ciliation in the Prussian king and the Prussian state; Marx located 
this reconciliation in a future communized industrial society. 
True, Marx was a fighting “democrat,” hating other people’s 
tyranny; a scholastic revolutionary, full of aggressive moral ideal- 
ism and indignant lovingkindness altogether without charity for 
what he appraised as sin. He had a superprophetic passion for 
righteousness, while Hegel was a safe and sound and comfortable 
Prussian toady. But Marx’s choice of a stopping place for ever- 
lasting dialectic is as prejudiced, as arbitrary, as wishful, as Hegel’s. 
It utters and it rationalizes the desire of his heart; it does not follow 
from the nature of things even as he imagines that nature to be. 
Marx’s teachings are no closer to science than the teachings of 
Thomas Aquinas. His views are religious views. They define the 
nature of things in such a way as to guarantee the gratification of 
individual heart’s desire forever. 

Every candid student of communists, their theories and their 
practices, knows this. For example: The early communist leaders 
in both communist and noncommunist lands have been grown, 
for the most part like Marx and Engels themselves, not in the 
proletarian class where they should dialectically develop, but in 
the land-owning, trading “‘capitalist’”’ class, where they are dialecti- 
cally impossible. Later ones, of course, have less paradoxical 
origins. Sons of peasants and mechanics, they have risen to prop- 
erty and power, under the communist dispensation, and by their 
lives and conduct falsify the faith whose apostles they are. But 
most of the early ones have been persons of some station and dis- 
tinction who became persuaded of the communist gospel, who 
chose to live for its name’s sake and to preach it through the lands, 
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although with it they chose poverty, social ostracism, persecution, 
and loss of their lives, their fortunes, and their sacred honors. If 
the materialist dialectic were working in as good order as its 
gospels say it works, none of this could happen. For this form of 
behavior not only defies, but nullifies the dialectic of matter and 
economic determinism. 

Nor does the behavior of the leaders alone do this. Their prac- 
tices may war against their professions without their being aware. 
But when they impose this warfare upon their underlings and 
followers, they must be aware. Then they are not taking historical 
materialism for granted. Then they are not trusting the provi- 
dence of material dialectics. If they abolish freedom of thought in 
Russia, or wherever else they hold the power, if they impose and 
indoctrinate the Marxian-Leninist-Stalinist orthodoxies, if they 
persecute the heretics, if they maintain an index, an inquisition, 
and a censorship, it is only because in their hearts they do not trust 
the orthodoxies to make good by their own inner truth. 

If Vozhd Stalin is found describing the ogre Competition as 
“the Communist method of building Socialism on the basis of 
maximum activity of millions of workers,” it is because he has seen 
that nothing much is accomplished without competition and there- 
upon sanctifies the indefeasible incentive by baptizing it with the 
blessed name for its opposite. The same insight moved Lenin to 
describe socialism as “creating the possibility of applying Com- 
petition on a really mass scale.’” Alas, competition is competition 
even as a locomotive is a locomotive, regardless of whether it is on 
a mass scale or a class scale, of whether it is put to “socialist” uses 
or to “capitalist.” Speeding up, the conveyor system, scientific 
management, the regimentation of men, women, and children in 
their thought and work and play, turn out to be even more tyranni- 
cal when called communist than when called capitalist. Distinc- 
tions between rulers and ruled are even more invidious under 
the one classification than under the other. And as inevitable is 
the withdrawal of consent in the forms of sabotage, heresy, organ- 
ized conspiracy, ultimate rebellion. Impartial and sympathetic 
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observers have long exhibited a consensus regarding the range 
and depth of these modes of individual self-preservation existing 
in Russia today. 

“But ah,” the apostles of catholic communism reply, ‘the coer- 
cions you speak of are all defensive and prefatory measures, pre- 
liminaries to the good time coming, when the whole state will be 
industrialized and communized and everybody will be a happy 
communist! Resistance is wickedness, a survival from the unre- 
generate, precommunist times.”’ 

The reply is as paradoxical as the practice it justifies. For it is 
a reply made by orthodox and devout historical materialists. —They 
are saying that they are compelling the millions of communist- 
ruled men, women, and children to forgo indispensable food, 
clothing, shelter, health, and the satisfaction of other material 
needs, to say nothing of the freedoms of the spirit, for the sake 
of an immaterial expectation of material abundance which is every 
year five years distant according to plan. What else is the com- 
pulsion but the stubborn will of a little group of willful men to 
nullify the workings of their own divine law of economic deter- 
minism among their reluctant subjects, by exacting from them 
today every possible economic sacrifice so that in some always 
remote time the communist state may make some vague future 
economic gain? I have said elsewhere that noneconomic, even 
antieconomic, determination in the human individual is being 
called upon to validate economic determinism in the Stalinized 
Soviet. 

Clearly, whether communism or any other form of association 
shall prevail or not, is mainly a matter for the will to believe of 
the individuals whose individualities compose the ultimate data 
of human life. Their living faith that this or that ism will bring 
them each more abundant life, liberty, and happiness, their readi- 
ness to bet their lives and possessions on this faith, are the only 
force which the ism has. But such a faith is of individuals for 
individuals, a weapon in their struggle to realize their individuali- 
ties. And this, no matter what name you give it, makes of its 
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totalitarianism a concealed individualism. It seeks, however vainly 
and hypocritically, to realize an ideal of human association which 
incorporates into a habit of life that lightning flash of sympathy 
wherein each man feels that 


Momentous to himself as I to me 
Hath each man been that woman ever bore; 


Such conceptions as the communist or any other can live only as 
they serve better than their competitors in the struggle to establish 
this fundamental acknowledgment of the individuality of indi- 
viduals as a way of life. The conceptions which do not serve the 
natural individualism of mankind are rejected by it, regardless of 
their logical intent. ‘The communist masters of Russia have 
doomed the communism they pretend to serve. 








RENT CONTROL AND HOUSING 


BY LLOYD RODWIN 


The Rent Control Controversy 


- controls have been advocated and enacted as a partial, 
negative, and temporary stopgap for the misery of housing short- 
ages and rent inflation. The avowed purpose has been to curb the 
advance of rents until housing supply is more in line with demand. 
Sharp criticisms, however, have been raised on the grounds that 
the policy is misguided, and that the results are in many ways 
detrimental to the interests of the middle and low income groups. 
Several prominent writers have specifically declared that rent con- 
trols accelerate the shift of houses from tenancy to ownership 
status, discourage the production of housing, and result in an 
inefficient use of housing resources and an uneconomical use of 
space. Each of these claims warrants careful consideration. 

A search of the literature indicates that no attempt has been 
made to explore the logical relations between rental housing and 
ownership in free and in controlled markets under assumed con- 
ditions of increased income and housing shortages. Colean, Stigler, 
and Friedman have assumed relatively simplified and determinate 
patterns. This writer believes that far more complex and uncer- 
tain behavior may be demonstrated. To illustrate this point, this 
article will explore the necessary or probable consequences that 
may be anticipated for housing demand and tenure as a result of 

1 Miles Colean, “The Rental Housing Mystery,” in Architectural Record, vol. 105, 
no. 2 (February 1947) pp. 81-85; Milton Friedman and George J. Stigler, Roofs vs. 
Ceilings, Foundation for Economic Education (Irvington-on-Hudson, N. Y., 1947), 
condensed for and issued by the National Association of Real Estate Boards, Wash- 
ington, D. C. See also as a representative though small sample of the groups 
presenting these views at congressional inquiries Hearings before the Joint Committee 
on Housing, Part 3, 80th Congress, 1st Session, November 13-14, 1947, and U. S. 


Senate, Hearings before the Committee on Banking and Currency, 81st Congress, 
2nd Session, January 30o-February 10, 1950. 
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shortages and increased income, as well as the deflection produced 
when price controls are introduced. The objectives of this analysis 
are: (1) to indicate the many uncertainties and slippery variables 
involved, which preclude easy generalizations concerning the 
effects of controls; (2) to show that under controls a greater forced 
shift of tenure in the direction of ownership would not necessarily 
occur to any appreciable extent, if at all; (3) to question whether 
the frequent unqualified assertions that rent controls necessarily 
hinder the building of housing and promote inefficient and uneco- 
nomical use of resources are tenable propositions.’ 

Rental housing and the poor man’s good. Most families prefer 
to own rather than rent, though exceptions exist, of course, as in 
the case of de luxe apartments. On the other hand, most middle 
and low income families rent, either because of employment inse- 
curity and/or insufficient income to achieve or risk ownership 
status. Because of these relationships and value patterns, the 
bulk of rental housing has a certain parallel to the “poor man’s 
good” in economic literature. For example, as income increases 
or price decreases, demand tends to switch from the “inferior” to 
the “superior” good. The classic example is the shift from oleo- 
margarine to butter. Similarly, with reference to tenure one finds 
that as income increases, a shift tends to occur from rental housing 
to ownership. This characteristic is an important element in 


2In a future article, the writer will appraise the available data on Boston’s rental 
housing experience following World War I and World War II. In both periods, 
Boston grappled with housing shortages and inflation, but the solutions adopted 
were distinguished largely by the existence of controls during the forties, and the 
absence of controls during the twenties. These contrasting experiences represent as 
close an approximation to a test-tube situation as one may find in historical analysis. 
Unfortunately, important gaps occur in the data. Nonetheless, enough material is 
available for these two critical periods to warrant a careful empirical analysis of these 
issues. 


8 Many of the reasons for this preference have been effectively stated in J. P. Dean, 
Home Ownership: Is it Sound? (New York 1945). 

4A higher percent of home ownership than tenancy sometimes occurs at the very 
bottom of the housing market. Apparently the cheapness of the habitation, the 
assurance of a certain minimal security, and the absence of real alternatives result 
in this form of ownership. 
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accounting for the direction of the varying pressures which 
increased income or demand will exert on tenure.® 

Housing shortages and tenure. Assuming that a housing short- 
age exists, in what direction will tenure shifts occur? Several 
possibilities may be noted. Families preferring to rent may be 
forced to buy a house. Others interested in owning may rent 
instead, because of high sales prices. Still others desiring either 
to rent or to own may buy rental housing (one, two, three or more 
family units) in order to reduce their own monthly payments or to 
find an adequate home relatively well suited to their requirements. 
Many families will double up or accept inferior accommodations 
if prices are too high or, in any case, beyond their means. Others 
will remain in existing accommodations, so that the pinch of the 
shortage will be felt most acutely by newcomers to the market, 
mainly veterans, in-migrants, and newly formed families, and those 
who for some reason or other have been dispossessed of their 
homes. All of these forces are eventually reflected in price changes, 
as well as in the net increase or decrease in the percentage of 
owner-occupied and tenant-occupied units. Is it possible, how- 
ever, to judge the probable direction of tenure shifts without 
reference to these component decisions, the data for which do not 
exist? It is important to explore this question with reference to 
both a free market and one subject to rent controls to determine 
whether a few reasonably certain tendencies can be anticipated. 


Free Market Patterns 


Tenure shifts. Short-term changes in tenure depend largely on 
supply and demand forces in the housing market. Increased 
demand, which will be examined first, may result from a numeri- 
cal increase of families, increased income, or the two combined. 


5 Note that this tenure characteristic is not necessarily a permanent condition. If 
someday it should become possible for a great many people to procure good one- 
family homes in good environments on a relatively permanent rental basis, attitudes 
toward tenure might change radically. In this analysis, contemporary attitudes 
toward tenure are assumed, since these are the ones that have significant consequences 
for the periods under consideration. 
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A numerical increase of families tends to exert pressure on rental 
housing. Newly formed families, in-migrants, and returning vet- 
erans fall largely in the low and middle iacome groups, where 
rental housing is the mode. Naturally, rents rise.6 Many families 
are thus forced into ownership, either because of the urgent need 
for quarters or because rents have risen to the point where equal 
or lower monthly payments will buy an equity in a house. A large 
proportion of the families, however, remain tenants because of 
the lack of cash for down payments, inability to make any higher 
monthly payments, or unwillingness to become tied to a house. 
Their alternatives are either to pay increased rents and reduce 
other expenditures, seek smaller and less desirable accommoda- 
tions, or double up. If enough suitable accommodations are made 
available—for example, through conversions—a percentage in- 
crease of tenancy may possibly result. For numerical increase, 
therefore, no determinate answer concerning a shift in tenure can 
be ventured, unless information is available with regard to the 
number of families who might shift to ownership. This, in turn, is 
a function of several factors, including the number of families close 
to the income category where ownership predominates, the savings 
of these families, terms of financing, and the cost of new and old 
owner-occupied units.? 

The size, distribution, and permanence of increased real income 
will also determine the impact on tenure. In ordinary circum- 
stances, increased income tends to draw marginal families into 
ownership status. If we hold to the assumption that the new 
owner-tenant distribution will tend to follow the earlier owner- 
tenant distribution by rent (income) categories, then the increase 
will be the sum of the shifts in the different rental categories 
involved. Thus the 1940 rental distribution for Boston, adjusted 
to show the effect of a 20 percent rise in income, indicates an 


6 The shortage, increased income, and rise in rents occur over a period of time. 
Later in the analysis account is taken of disequilibria that may occur during this 


interval. 
7 This point concerning the shiftability of families is a crucial issue and deserves 


further research and analysis. 
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increase in ownership of approximately 39 percent.* The large 
percentage increase of owners emphasizes the powerful inflationary 
pressures and ownership drift that would be produced by the 
factor of increased income alone. The impact, of course, would 
vary for different communities, depending largely on the distribu- 
tion of families of marginal ownership status. The increase would 
also be partially arrested by the resulting price increases for hous- 
ing. Asa rule, however, the larger the rise in real income, the more 
accentuated the trend to ownership, since many families shift to 
a higher income category where the proportion of ownership is 
higher. 

The result of both increased income and increased number of 
families would probably be strong pressure on doth rental and 
sales prices. Some additional families would be able to buy homes; 
still others would prefer to own rather than pay higher rents; and 
some, lacking accommodations, would distort their expenditure 
budgets and purchase a house. Thus, both forced and voluntary 
increases in ownership would occur. 

Two further points, however, require notice. First, the increase 
in income may be an increase in dollar income rather than real 
income. And second, income increases may be temporary, while 
ownership commitments are generally for long periods. Optimism 
concerning the future and miscalculations based on an apparent 
increase of income would tend to push still more families who have 
enough savings or reliable prospects of steady income into owner- 
ship status. 

From the point of view of supply, it is probably true that the 
pressure toward ownership may be somewhat tempered by owners’ 
reluctance to sell if they have a prospect of high rental returns. 
Both possibilities being available, much would depend on the atti- 
tudes and financial policies of the owners in handling their prop- 
erties, judgments concerning the strength and duration of the 


8 For an explanation of the derivation of these figures, see Lloyd Rodwin, Middle- 
Income Housing Problems in Boston, unpublished Ph.D. thesis, Harvard University, 
Widener Library, 1949, p. 150, Table 26. 
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sellers’ market, the existence of alternative accommodations, and 
the like.® In the absence of relevant data or previous analysis of 
these fatcors, perhaps it would be useful to assume for short-term 
periods a principle of inertia—that is, that the homes which are 
owner-occupied will stay owner-occupied and houses that are 
rented will stay rented, except when other important forces come 
into play. During a housing shortage and period of price inflation, 
the predominant “other forces” in a free market tend toward 
ownership. People or firms owning rental properties that are 
questionable investments are eager to sell as the market rises. 
Then, at or toward the peak of the market, many may perhaps 
prefer to hold their properties for rental. As confidence in the 
duration of the shortage or the sellers’ market ebbs, the tendency 
to sell reasserts itself. Thus, in the movement toward and away 
from the inflationary peaks, many rental properties change tenure. 

Though these observations apply primarily to one- and two- 
family houses, sales of other types, including individual units in 
apartment houses, are not impossible and may often occur. True, 
countervailing tendencies exist, such as the dividing of large houses 
in an effort to cut costs, the creation of kitchenette apartments 
in private homes for the duration of the shortage in order to gain 
income, and possibly even the renting of homes that would ordi- 
narily be sold in the market. ‘Though such two-way shifts of 
tenure do occur, there is reason to believe that, partly because of 
the larger number of rental units, the urge to get rid of dubious 
investments, and the lure of a “quick killing,” at least an even 
balance is achieved as a minimum, with the probability of owner- 
ship pressures dominating. 

New construction and tenure. New residential building today 
in an uncontrolled economy also tends to be predominantly owner- 
occupied units. A variety of circumstances combine to produce 
this result. First and most obvious, the average builder with 


9 An important field of research would involve an analysis of these attitudes and 
their importance for different types of properties in various neighborhoods, com- 
munities, and regions. 
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limited capital, who flits in and out of business, wants to risk 
as little as possible and wants to get even that little back very 
quickly, so that it can be used in other operations. Small house 
construction for sale is therefore the favored practice. Second, the 
most profitable market is found among the higher income groups 
who have increasingly turned toward suburban one-family devel- 
opments. Third, the breakdown of the traditional faith in land 
value appreciation has largely removed one of the chief incentives 
for rental investments. Clearly, ease of business entry and egress, 
limited capital, desire for quick turnover plus higher profit, all 
tend to induce building for sale. 

Familiar deterrents also exist for many firms that might 
otherwise be interested in rental housing. Inflexible physical 
developments, involving huge and relatively nonliquid financial 
investments, must withstand the dangers of neighborhood changes, 
rigid fixed costs and deflationary possibilities, tax disadvantages, 
new fashions in housing design, and extremes in competition as 
well as absence thereof. For these reasons also, most new resi- 
dential construction is built for sale.’ 

Building for sale also tends to assume priority in time. At first 
this seems surprising, since considerable savings are necessary for 
ownership in order to meet the required down payment. But in 
a “normal” building cycle, building for sale generally occurs first 
because the supply of such units probably came close to rock 
bottom"! in the preceding period of deflation and foreclosure. 


10 A considerable proportion of the rental housing that is built reflects the effort 
to cut housing costs by procuring supplementary rental income, the urge for small 
realty investments, speculative profits anticipated from resale or promotion, over- 
building or satiation of the ownership market, and deferral of income taxes. A useful 
but difficult research project would be to analyze historically the relative importance 
of the motives influencing the ownership and production of rental housing. 

11 Foreclosed properties held by banks and not previously disposed of would prob- 
ably be put on sale during this period. However, John Lintner found in his study 
of Massachusetts mutual savings banks that “the proportion of foreclosed properties 
sold continued to decline for a period of four years beyond the upturn in the general 
real estate market” (Mutual Savings Banks in the Savings and Mortgage Markets, 
Harvard University, Graduate School of Busiaess Administration, Cambridge, Mass., 


1948, p. 276). 
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Owing to the same forces, the rental market is swamped.’* Rising 
income and prospects of continuance therefore create a demand 
for the purchase of new homes. New rental investments, however, 
do not get under way until vacancies are low and rents point 
upward. A war economy accelerates this process. Income and 
savings rise, building is curtailed, and vacancies vanish. Nonethe- 
less, rental investments may still not be made. Cost trends are 
likewise crucial. If these trends are uncertain or seem unduly 
high, compared with existing rents and values, or because of the 
fear of deflation, long-term commitments will be eschewed or made 
warily. When this fact is coupled with pressures in the direction 
of producing housing for sale, with its fewer risks and surer profit 
prospects, it becomes apparent that unusual circumstances must 
prevail to create an early rental building boom. 

Certain qualifications, however, should be noted. First, special 
governmental inducements can stimulate the building of addi- 
tional housing for rent. A recent example is the extension of 
mortgage insurance for rental housing, which created fabulous 
prospects for profiteering and financial legerdemain under the 
liberal appraisals and supervision of the Federal Housing Adminis- 
tration.’? It is significant, however, that even with this assistance, 
the proportion of rental housing produced has been below the 
requirements of the nation. Second, a tendency to build two- and 
three-family units may emerge in inflationary periods. There is a 
market for such homes because rental returns can help cut the high 
costs. Yet even this force is partially circumscribed by the limited 
number of purchasers able to meet the initial financial require- 
ments which higher capital costs presuppose. Finally, the patterns 
described above are characteristic of the whole housing market 
area. Within the central core of large cities the proportion of 


12 Colean, op. cit., pp. 200-03. 

13 For an excellent analysis of this legislation, see “FHA’s Impact on Financing and 
Designs in Apartments,” in Architectural Forum, voi. 192, no. 1 (January 1950) pp. 
97-106. Incidentally, the rental housing built since the war constituted 11 percent 
of total residential construction in 1946, 13 percent in 1947, 18 percent in 1948, and 
23 percent in 1949. 
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rental housing built will tend to be higher because of limited space 
and higher land values. 

Efficiency and economy. A favorite contention in behalf of the 
free market economy is that it achieves efficient solutions. In the 
economic models of a competitive price economy, the most efficient 
resource uses or exchange relationships are achieved when price 
equals the marginal cost or utility. Ifthe price is higher, too much 
of the factor is bought or employed; and if the price is lower more 
of the factor could be used or purchased with advantage. This con- 
clusion would apply to the purchase of housing as well as any other 
economic good. The corollary, of course, which Professors Fried- 
man and Stigler support, is that the solution of the free market 
in time of shortage tends to approximate the most efficient distribu- 
tion of housing.’* In other words, as the shortage increases and 
prices are bid up, the relative value of housing for individual 
families is presumably expressed by what they are willing to pay 
for their quarters. Those who cannot or will not pay higher rents 
must economize on space by moving to smaller houses or doubling 
up. In the process, space is made available for other families. If 
this situation tends to favor some groups and disadvantage others, 
because of ability or inability to pay, the fault, if any, lies with the 
distribution of income, not with the price system. To change that 
distribution, it is contended, poses serious problems which should 
be tackled directly and not implicitly through the medium of rent 
controls. 

This line of argument raises two issues: the efficiency of the price 
solution, and the economical use of housing space. There is reason 
to question whether the price mechanism alone will necessarily 
result in efficient exchange relationships. It is extremely doubtful 
whether the assumptions of a competitive model can be appropri- 
ately applied to a very imperfect housing market, and especially in 
a period of severe housing shortage. The commodity is not 
homogeneous; prices are not parameters more or less set by the 
market; entry of new firms is retarded and rental housing supply 


14 Friedman and Stigler, op. cit., pp. 10-14. 
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is comparatively inelastic because of the excessive risks and high 
capital requirements. Exchange is often transformed into duress 
and rents easily become extortionate. A pure monopoly does not 
exist, but it is clear that substantial monopoly elements are present. 
Economists of all schools of thought are in accord that agreements 
reached under monopoly tend to result in inefficient distribution 
and exchange. That, in fact, is one of the key arguments levied 
against monopolies. The situation is serious, moreover, in the 
same sense that monopolies are: namely, high prices do not imme- 
diately attract new entrepreneurs. This is true partly because of 
the lengthy time period required to build an adequate supply of 
new housing, partly because the building of new housing is prin- 
cipally for sale rather than for rent, and partly because of the 
deterrents to rental investments already noted. In addition to a 
tendency in the direction of inefficiency, there is a redistribution 
of income in favor of those who are able to take advantage of the 
monopolistic situation. 

From the point of view of economic theory, therefore, the ration- 
ing of residential space in time of shortages by the operation of 
the price mechanism cannot be justified on the grounds of 
efficiency. Other criteria may be required, such as comparative 
inefficiency, production incentives, or social objectives. But no 
determinate basis exists for measuring comparative inefficiency. 
With reference to production incentives, the above analysis has 
already indicated that rental housing production in a free market 
tends to be retarded, especially in a period of cost inflation. Let 
us now consider the impact on social objectives. 

It is possible that in the absence of rent controls housing might 
be used somewhat more economically, particularly by lower and 
middle income groups. Higher prices generally reduce the 
demand for a commodity. This increased supply, however, would 
be largely if not entirely offset by the many who desired and could 
afford more housing space. A serious quantitative shortage would 


15 See, for example, Abba P. Lerner, The Economics of Control (New York 1944) 
PP- 14-17, 43-45- 
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also prevent many who wanted and could pay for separate quarters 
from being able to purchase them. Also, the same space might 
often be retained but the tenant would be left with less income; 
and just as it is a serious matter to redistribute income by monop- 
oly prices, so is it serious to redistribute housing space more 
economically and in so doing benefit the rich at the expense of 
the poor. Relief in the form of new construction would also come 
last, if at all, to the lower income groups, because builders serve 
the upper income market first. Doubling up and substandard 
housing conditions are meanwhile worsened for many because of 
higher costs. In particular, in-migrants, evictees, and veterans who 
(as will be indicated shortly) are in the most disadvantageous posi- 
tion under rent controls, would be in an even less enviable position, 
because the shortage not only still exists but the prices for inferior 
accommodations are higher. Contrary to the conclusions reached 
by Professors Friedman and Stigler,'® ‘less desirable” tenants, such 
as those with children, might in the circumstances still be subject 
to discrimination. Since real income is reduced, inflationary pres- 
sures for wage increases may also develop or be intensified. The 
potential sustained market for home ownership too might be 
considerably curtailed, because of the reduction or wiping out 
of possible savings or cash equities. Possibly another consequence, 
from the point of view of housing conditions, might be a retro- 
gression in housing standards, the improvement and maintenance 
of which has already cost the nation considerable sums. 


Rent Control Patterns 


A variety of rent or price control procedures is possible. Controls 
may be imposed on rents below a certain level, on the size of rent 
increases, on sales prices as well as rents, on certain types of build- 
ings, on new construction as well as existing housing, and they may 
be designed for short or long periods of time. The system of con- 
trols may be isolated, or linked to controls of materials and wage 
rates, as well as to incentive programs geared to stimulate certain 


16 Friedman and Stigler, op. cit., pp. 10-11. 
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types of production. Obviously, all these alternatives cannot be 
explored here. This analysis will be restricted to the principal 
type of control evolved in the postwar period, namely, control of 
rents in existing houses.'*7 Except where otherwise stated, it will 
be assumed that the controls permit reasonable adjustments for 
costs and profits, and rent increases for new improvements, and 
also that reasonable enforcement measures are applied. To avoid 
duplication, the following analysis will concentrate on the points 
where differences might arise as a result of controls as opposed 
to free market patterns. 

Tenure shifts. Under rent controls, increases of families and 
income do not raise rentals substantially beyond the level set by 
the control date base period.'* New families, in-migrants, veterans, 
and evictees are at a disadvantage, but less so than without controls. 
All newcomers to the market have difficulty in finding accommoda- 
tions. Rents, however, are not higher for existing housing, and 
this is important since the families concerned are largely in the low 
and middle income groups. Even without controls, difficulty would 
be experienced in finding quarters, since rents would be raised 
and few, if any, reasonably priced vacancies would be available 
because of the housing shortage. 

Increased incomes intensify the search for better accommoda- 
tions. Thus, ownership pressures, particularly from the top middle 
and upper income groups, are generated. A countervailing force, 
however, might largely, if not entirely, negate these tendencies. 
Many families who would otherwise purchase might rent instead, 
because of the more favorable situation in existing housing com- 
pared with prices for new construction. 

Forced ownership under controls may, of course, still increase, 
partly because of the need for many families to find homes. This 


17 Control of material prices and allocations existed during World War II, as did 
controls on prices and rents of new houses. Both were abandoned after the war. 

18 For a discussion of some increases in the overall average of rents that might 
occur even under controls, see Sherman J. Maisel, “Have We Underestimated 
Increases in Rents and Shelter Expenditures,” in Journal of Political Economy, vol. 
57, no. 2 (April 1949) pp. 106-18. 
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pressure, however, might be reduced to the extent that other 
families would not be forced to join the search, since there would 
be fewer abrupt rent increases.'? Ownership, moreover, may even- 
tually be made possible for many on a more reasonable basis 
because of rent controls. Additional income, available to tenants 
as a result of lower rents, may contribute to savings, especially if 
the prices of other goods do not rise precipitately or if shortages 
or rationing of many commodities prevail. This improved financial 
position would help build up equities for home purchases. 

A tendency to sell will also develop. Higher sales prices may in 
many cases prove more attractive than controlled rents. There are 
several factors, however, that would diminish the importance of 
this force. Larger rental properties are generally not involved; 
and, in any case, higher returns from reduced repairs and services, 
as well as few or no vacancies, may make renting desirable.*° The 
transfer of smaller properties would depend on their financial and 
housing status. If returns are low or if properties are bad or 
questionable risks for the future, they will probably be sold, which 
is approximately the situation without controls. 

Probably the same or only a slightly smaller number of conver- 
sions would occur under controls, if reasonably administered. 
Tight limitations on allowable rents would simply dry up this 
source of rental units. But if the initial rents are set by owners 
and accepted by the control agency as a base line date for rents, 
many units will be temporarily brought into the market by owners 
wishing to profit from, as well as those anxious to help alleviate, 


19 It might be argued that this problem does not occur because other families are 
accommodated as vacancies occur. In point of fact, many who were previously 
desperate will have purchased homes and the same pattern will occur for the new 
batch of evictees. For example, before rent increases there may be a thousand 
families needing housing, two hundred of which may buy homes reluctantly. If five 
hundred families are evicted because of rent increases, their quarters may be taken 
by those who had doubled up. An additional hundred families, however, might be 
pushed into ownership. 

20 In the event that rent rolls were not yielding satisfactory returns, purchasers at 
controlled rents would not be easy to find, unless prices rcflected this situation or 
unless buyers wished to speculate on the possibility of revised control policies. 
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the shortage. If the rent ceilings are too low, not only will conver- 
sions cease, but existing properties will probably suffer from 
inadequate maintenance and repairs, and their deterioration will 
be accelerated thereby. Evasions of controls can also be antici- 
pated, but the incidence will be a function of the fairness of the 
base date, adequacy of the legislation, and reasonableness of the 
administration and enforcement measures. 

For tenants the chief beneficial effects of controls would appear 
to be increased real income and reduction (not elimination) of 
forced purchases. A tendency toward more and sounder owner- 
ship as a result of increased real income would also occur, especially 
if sales prices remained within reach. Single, two, and to a much 
smaller extent, three-family homes in tenancy status would prob- 
ably be the most important classes of property influencing the 
overall percentage of tenure shifts. Their importance would vary 
with the number of such units in the community, as well as 
the financial plans and prospects for these properties. Though 
increased ownership may be anticipated, it seems doubtful whether 
the increase in ownership would greatly exceed, if at all, the shifts 
that would occur without controls. 

New construction and tenure. If rents of new construction 
were controlled, considerable influence would be exerted on the 
quantity and type of new construction. Overly strict requirements, 
especially in the face of rising costs, might discourage or put an end 
to new construction. High or flexible ceilings would allow some 
latitude for reasonable and even substantial profit; but some cur- 
tailment in building might result from uncertainty with regard 
to possible shifts in policy. Such flexible controls, however, might 
have special importance in cases where high priority needs exist 
and where materials and labor shortages make it mandatory that 
new construction be channeled in these directions. Though many 
builders might drop out, others would continue, some even if 
returns reached only a break-even point in order to maintain the 
continuity of their building operations. Additional incentives— 
for example, subsidies—might be required to secure construction 
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in less profitable areas such as rental housing for moderate and low 
income groups. 

The case in which we are particularly interested, however, con- 
cerns rent controls on existing housing, with new construction 
remaining free of restrictions. Building under these conditions 
would not vary significantly from the characteristic patterns devel- 
oped under the free market. Most new construction would be for 
owner occupancy. Building of rental housing would serve the top 
income market because of high construction costs and then some- 
what tardily because of the numerous handicaps confronting such 
investments. 

Two factors may nonetheless serve further to limit new rental 
construction. Fear of expanded controls might create an addi- 
tional obstacle for venture capital, though it is difficult to deter- 
mine the effects of this influence. It can be important or negligible, 
depending on the confidence of the builder in the existence of 
limited controls and the strength of the market for housing. The 
second limiting factor may be fear of competition. If construction 
costs are high and rising, rentals in new construction will greatly 
exceed those charged for existing houses under controls. In these 
circumstances, many tenants would rather stay where they are 
than switch to new houses, and this possibility worries new 
investors. Though the fear may eventually be justified, particu- 
larly if controls continue indefinitely, it is often premature. New 
residences offer certain improvements over existing housing. Even 
more important in periods of shortage is the fact that a large 
market exists, comprised of those families that are not adequately 
housed. This market will increase if rental housing gets off to its 
characteristically slow start. 


21 If it were true, as some economists have maintained, that controls permitted an 
excessive use of space, an even greater demand would exist for new rental housing. 
On the other hand, the free market, by distributing space according to capacity to 
pay, might lower the demand because the higher income groups would generally get 
the better accommodations and would therefore not be so interested in the new high 
cost construction, often flimsily built and inconveniently located, while many lower 
income families would not be able to afford the new housing. 
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Removal of controls on existing housing might temporarily 
expand the immediate market and create additional incentives. 
But it is doubtful whether this policy would significantly offset the 
general impediments to building for rent. In any case, building 
would not commence earlier or in greater volume than in the free 
market, where the process is already clearly retarded. 

Efficiency and economy. Under rent controls, the economist’s 
criterion of efficiency is not achieved any more effectively than it 
is in a free market. If the base date reflects a relatively normal 
housing situation and if the program is administered fairly, the 
result is primarily to prevent exploitation by the landlord of his 
favored position. Inefficiencies are to be expected, however, in an 
imperfect and nonhomogeneous market such as housing. More- 
over, despite price controls, monopolistic elements still survive. 
Tenants have no real alternative. The full effect of the landlord’s 
control of the scarce housing product is limited by rent ceilings; 
but often by cutting services and sometimes even basic maintenance 
and repairs, the landlord can further augment his immediate 
income. This practice may occur to a considerable extent even 
without controls. If, however, rent increases by the control 
agency are contingent upon improvements, a considerable improve- 
ment of housing quality may actually develop. 

Ordinarily, with high income, short supply, and imposition of 
price controls, some form of unit rationing of goods is required. 
Otherwise some families will not be served. Commodity rationing, 
however, is administratively inapplicable to housing which unlike 
sugar or butter, is not a homogeneous product that can be fairly 
apportioned in appropriate units.2? Doubling up and resort to 
slums, therefore, will take place just as under the free market. 

With increased income, more space is likely to be purchased. A 
housing shortage coupled with rent control will freeze the situa- 
tion. Use of more space will occur more often than not prior to 


22 Social objections also exist. Moreover, as Lerner and others have indicated, 
rationing, though justified in some circumstances, results in inefficient distribution, 
because it prevents the use of goods in varying proportions to needs and tastes, thus 
precluding maximum satisfaction (Lerner, op. cit., pp. 50-52). 
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the imposition of rent controls. The lack of alternative accommo- 
dations forces families to cling to their existing quarters and rent 
control tends to make this possible. 

Important variations, however, will occur between owners and 
tenants in the use of space. With steep sales prices, a tendency will 
exist to buy smaller houses or apartments. Many families, how- 
ever, May rent even more space than they need just as others may 
buy homes in order to secure shelter. Existing owners, however, 
who constitute the overwhelming majority of those who have 
“space to spare,” will not be affected.** Without controls, the 
economy of space, if and when it occurs, is imposed on all tenants 
in existing houses, prospective tenants, and prospective purchasers 
of houses. Under controls, the onus is confined to prospective 
tenants and owners and to some extent to existing tenants who may 
cooperate in the doubling-up process. 

In judging economy in the use of space produced by higher 
prices, other criteria must also be taken into account. Two already 
considered in the above discussion are the freeing of space for 
others and the nature of the groups upon whom the burden of 
space economy will fall. Another factor of importance is the 
broader social question concerning housing standards and the 
efforts made during the last century to raise them. Rent rises tend 
to strike with regressive effects, especially since the greatest pres- 
sure exists on housing for low and middle income groups. From 
this point of view, it should be clear that rent controls, at least if 
imposed for the period of the crisis, would buttress higher stand- 
ards, particularly for the segments of the population who most 
require such aid. 

Summary 


This detailed analysis was necessary to distinguish, if possible, the 
major forces affecting tenure, new construction, and housing con- 


23 Lawrence Bloomberg, “Rent Control and the Housing Shortage,” in Journal of 


Land and Public Utility Economics, vol. 23, no. 2 (May 1947) p. 28. Note that under- 
privileged minorities will likewise tend to be more adversely affected, since the pro- 
portion of owners in such groups is smaller. 
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ditions, that might be anticipated during a housing shortage, 
assuming increased income both with and without rent controls. 

If the previous account is correct, a severe housing inflation as 
well as crisis may be expected if there are no controls. For many 
years, no adequate relief in the form of new construction may 
come, despite high rents. Building of high-priced houses for sale 
might be stimulated, though perhaps only temporarily, but rental 
housing construction will be small in proportion and slow in 
starting. Forced shifts to ownership will occur, possibly in an 
intensified form. Housing resources will not be priced efficiently, 
and the demand, both effective and social, may not be adequately 
met. Finally, the greatest pressure for economy in the use of 
space will not fall on the group with the maximum surplus of 
space, that is, those who own. 

Rent control will not solve the housing shortage or produce an 
efficient price mechanism, but under controls real income for most 
tenants will remain higher. Better space standards will also pre- 
vail. Comparable or slightly greater shifts of tenure will probably 
take place, particularly for one- and two-family houses previously 
rented. Forced ownership will likewise occur, but perhaps to a 
lesser extent. A sounder potential market of home purchasers may 
be created. After the building program has continued for some 
time, the prevalence of lower rents in existing housing may curtail 
further construction. Unfair administration, real or imaginary, 
may likewise slow down production, but rental housing would be 
only slightly affected since in any case it would be retarded and 


small. 








ECONOMIC INTEGRATION OF 
WESTERN EUROPE 


BY RICHARD SCHULLER 


| of the advantages which the United States has enjoyed 
through the existence of a large domestic market with no internal 
trade barriers, and believing that similar advantages can accrue to 
the countries of Europe... .’’? 

A European customs union that would sweep away all barriers 
is an inspiring ideal, but it is not practical politics. Confusing 
fancy names for regional unions have been constructed—Benelux, 
Fritalux, Finebel, Scandibel—but only Benelux has made some 
slow progress. France and Italy soon reached an impasse. Eng- 
land took no part in these discussions because her agreements with 
the members of the Commonwealth make it impossible to become 
a member of a European customs union. The European govern- 
ments know that a customs union can be established only if they 
form a political unit, which they are neither willing nor able to 
create. Their real attitude toward economic union manifested 
itself when they avoided discussion of a European free trade area, 
offered to them as an alternative in the Marshall Plan. This 
scheme eliminates the political and technical difficulties of a union 
but implies the free flow of goods between the European countries, 
which intend to maintain protection against each other. 

Thus the concept of a European economic entity has not been 
accepted. But it often happens that an ambitious official pro- 
gram which cannot be executed leads to activities along subsidiary 
lines that achieve important practical results. The discussion of 
customs unions made it obvious that the abolition of import 
licenses and exchange controls is the precondition for any kind of 
closer economic relations. Mr. Hoffman’s and Mr. Harriman’s 
negotiations with European governments therefore shifted from 


1 Economic Cooperation Act of 1948, Title I, Sec. 102(2). 
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the subject of customs unions to plans for the removal of quotas 
and exchange controls. Mr. Hoffman’s ultimate goal is still one 
large free market in western Europe, patterned on the United 
States, but he does not expect it to materialize within a few years 
and certainly not within the lifetime of the Marshall Plan. The 
immediate objective is “integration,” which is defined as elimi- 
nation of those trade barriers which did not exist up to the crisis 
of the thirties. 

Even that limited and realistic program is opposed by industrial 
and agricultural interests which enjoy the protection of the import 
restrictions, and by groups of economists who believe that strict 
controls of foreign trade are necessary for a planned economy. 
They contend that the European economy is not disintegrated 
and that in 1948 and 1949 the volume of trade among the Marshall 
Plan countries, excluding Germany, was almost the same as in 
1938.2 But in 1938 and during the whole interwar period Euro- 
pean trade was far from being tolerably well integrated. The 
international conferences in Geneva in 1927 and London in 1933 
tried vainly to promote freer trade. In many countries the con- 
sequence of insufficient export markets was excessive unemploy- 
ment, and many attempts were made to establish closer economic 
relations. From my own participation in about a dozen such 
schemes, I know that only a few of them had any results, and that 
all these attempts were weak reactions to the principal trend which 
moved along nationalistic lines toward increasing protectionism. 
Now, more than ever, intra-European trade needs to be expanded, 
but import licenses and blocked currencies are formidable 
obsiacles. The path to progress lies in their abolition, but there 
are several hurdles. Three interrelated problems must be solved. 


I 


The first of these problems is the marked disequilibrium of the 
European balances of payment. After the war, the European 


2 Trade between these countries and eastern Europe is about half its prewar 
volume. 
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countries needed large imports and therefore had big import 
surpluses. Industrial goods came primarily from the United 
States, where industrial output had increased by about 70 percent, 
and agricultural products from the United States and Canada, 
where agricultural production in 1948-49 was 40 percent greater 
than in 1935-39. Prior to the war, the excess of Europe’s overseas 
imports over exports was valued at some 2 billion dollars, which 
Europe could afford as a result of her creditor position and her 
income from other “invisible” transactions. But Europe’s net 
revenue from overseas investments diminished from 1.2 billion 
dollars to o.5 billion, and there was a big bill for American ship- 
ping services. Thus, in 1947, Europe had no net invisible overseas 
revenues. At the same time, her import surplus had risen steeply, 
so that the deficit of Europe’s overseas trade reached 7.5 billion 
dollars in 1947. That appeared to be a tremendous problem, and 
many governments and economists believed that it would be 
permanent and that the problem of dollar shortage, in particular, 
was intractable, because the United States needs to import little 
from Europe while Europe needs essential goods from the United 
States. 

In comparing the postwar and prewar deficits, we have to take 
account of the rise in prices. But even at 1938 prices, Europe’s 
overseas trade deficit was 65 percent greater in 1947 than before 
the war. Imports consisted not only of the customarily imported 
goods, but also relief goods and reconstruction materials. In 
addition to the usual prewar imports of cotton, tobacco, oil, cer- 
tain kinds of machinery, and automobiles, Europe imported from 
the United States, after the war, coal, timber, steel, textiles, sugar, 
meat, wheat and other grains, and many other goods in quite 
exceptional quantities. These imports can be expected to cease 
or to be reduced as Europe’s production recovers and Marshall 
aid comes to an end. Two good harvests have already alleviated 
the international payments problem of many European countries. 
Coal imports from the United States are no longer needed. 
European steel and textiles are now being exported to the United 
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States, and the European shipping account which in 1947 was 400 
million dollars in the red, was 300 million in the black in 1948. 
Thus the deficit in Europe’s overseas trade balance was reduced 
from 7.5 billion dollars in 1947 to 5.2 billion in 1948 and to about 
4 billion in 1949. The gap is still large, however, and is con- 
sidered the most threatening aspect of Europe’s present economic 
situation. As long as countries receive unilateral Marshall aid 
they cannot avoid deficits in their trade with the dollar area, since 
about 60 percent of the Marshall dollars have to be used for 
purchases in the United States, and a large part of the “offshore” 
goods comes from Canada, another dollar country. Nevertheless, 
since the exceptional dependence of Europe on imports from over- 
seas is decreasing rapidly, it seems justifiable to conclude that the 
problem of her overseas balance and the dollar shortage is not 
insoluble. 

So far I have discussed western Europe as a whole, without taking 
account of the varying roles of individual countries, though there 
are great differences in the movements of trade of these countries. 
The crucial case in point is Great Britain’s balance of payments. 
While the other European countries have been importing more 
than before the war, England has reduced the volume of her 
imports by about 15 percent. Despite that fact and despite massive 
Marshall aid, she ran into acute difficulties as her gold and dollar 
reserves declined from 666 million pounds in 1946 to 351 million 
in 1949, a level lower than the “danger point.” It appears that 
England is not able to pay for her reduced indispensable imports, 
even with Marshall aid, and much less without it. 

Closer inspection of the figures, however, reveals a less somber 
picture. In 1949, the volume of British exports was about 50 per- 
cent larger than before the war. Great Britain now covers almost 
go percent of her imports by her exports, whereas before the war 
the percentage was only about 60 percent. Her export surplus 


3 Most of the figures in this article are quoted from the United Nations, Economic 
and Social Council, Economic Commission for Europe, Survey of the Economic Situ- 
ation and Prospects of Europe (Geneva 1948) and United Nations, World Economic 
Report 1948 (Lake Success 1949). 
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within the sterling area and western Europe is approximately 
equal to her trade deficit with the United States and Canada. 
Thus Britain’s overall balance on current account appears to be 
nearly equilibrated, though a part of her export, representing pay- 
ments of debts and “drawing rights” under the Marshall Plan and 
of British debts, is “unrequited.” 

On capital account Britain showed a considerable deficit of 423 
million pounds in 1948 and about 380 million in 1949, resulting 
from capital exports and debt payments. The English govern- 
ment did not want to lose the results of generations of accumulated 
experience in overseas investment embodied in the City of London 
and therefore let funds go to South Africa, Australia, and to the 
oil areas in the Middle East. Private business moved funds over- 
seas because it had little confidence in the sterling currency and 
because English taxes are excessive. Another large item of the 
deficit on capital account is the payment of war debts which Eng- 
land contracted by freezing sterling balances in London. Every 
year the government releases a part of these balances and has 
reduced them from 3,700 million pounds in 1946 to 3,230 million 
as of June 30, 1949. These debt payments and capital exports 
added up to somewhat more than the Marshall aid and therefore 
the gold and dollar reserves declined, creating a panic. In the 
circumstances, the debt payments seem to be excessive, but they 
affect Britain’s position in the Commonwealth, and frozen accounts 
belong to thousands of private firms and people. Some arrange- 
ment with regard to these payments could have been made more 
easily before Britain received the American loan and Marshall aid. 
Though it is now difficult, Sir Stafford Cripps has announced that 
releases will be curtailed. 

Mr. Cripps has also asserted that the English standard of living 
will have to be severely reduced when the Marshall Plan comes to 
an end. But Marshall aid at its peak represented only about 2.5 
percent of England’s national income, and British production has 
increased by about 20 percent in the last two years. Though these 
figures are not homogeneous they indicate that the British living 
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standard cannot be seriously threatened by the end of the Marshall 
Plan, since even now she could almost pay for her imports by her 
exports and services without Marshall aid. 

But the defenders of import controls can argue that Britain’s 
overall balance is manageable only because imports are restricted 
and that even an adjusted overall balance could not fill its dollar 
gap. That leads us to the second problem: the disorder of the 
currencies. 


II 


When the war ended, European currencies were depreciated and 
unstable. ‘The various governments tried to fix new exchange 
rates by hit-or-miss methods and to maintain artificial and exces- 
sively high rates by means of an elaborate system of exchange 
controls. Exchange rates, which were too high in relation to 
dollars and other hard currencies, created a disparity between 
relatively low price levels in the hard currency areas and much 
higher levels in the soft currency world. 

The official exchange rate for the pound sterling was 4.03 dol- 
lars, but there were dozens of varieties of pounds which ranged in 
the exchange markets from 2 to 4 dollars. The English importer 
received 4 dollars for 1 pound and could therefore buy at much 
lower prices in the United States and Canada than elsewhere. 
Thus England granted a high premium to imports from the dollar 
area and it is not surprising that she had to control and restrict 
these imports. The British exporter, on the other hand, had to 
deliver to the Bank of England the dollar proceeds of his exports 
and get for 4 dollars only 1 pound, but could sell at much higher 
prices in soft currency countries. It is small wonder that the level 
of England’s exports to the United States was low and that concern 
with western Europe’s failure to increase dollar exports was the 
keynote of President Truman’s report to Congress on the Euro- 
pean Recovery Program. Moreover, American importers were 
buying wool, rubber, and other products of the sterling area not 
against dollars but against sterling, which they could get more 
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cheaply than at the official rate. These transactions resulted in 
substantial losses of dollars. And another factor in the situation 
was the flight of private capital from Europe, intent on avoiding 
political and monetary risks. 

Belgium, France, and Italy corrected the worst of these mone- 
tary mistakes and let their currencies find their market levels. In 
monetary relations with these countries, British financial authori- 
ties maintained a kind of cordon sanitaire, but finally, in Septem- 
ber 1949, Britain had to devalue the pound by 30.5 percent. 
Thirty nations followed by devaluing their currencies by 8 to 30.5 
percent. 

Short as the time is since devaluation, the sterling area achieved 
a dollar surplus of 40 million dollars in the first quarter of 1950, 
which contrasts strongly with the deficit of 1,171 million dollars 
for the six months ended September 30, 1949. Gold and dollar 
reserves rose to 1,984 million dollars as compared with 1,320 
reached before devaluation.* That is partly due to restriction of 
import licenses, but also to the price mechanism, as prices of dollar 
imports have risen sharply. The British balance with other hard 
currency countries, such as Belgium and Switzerland, also 
improved. But England still maintains exchange controls and 
several scores of different sterling accounts, because the govern- 
ment is afraid of the mass of sterling outstanding in the market. 

Thus, European currencies are not yet convertible. Mr. Hoff- 
man and the European governments are now concentrating their 
efforts on the achievement of monetary convertibility. That was 
the aim of the Monetary Fund and of the British-American loan, 
and is now the goal of the Marshall Plan. To secure the 
machinery for multilateral payments in Europe, it is proposed to 
set up a European clearing union. Each member would be 
allowed to overdraw its accounts with other members to the 
amount of a specified quota, calculated on the basis of its foreign 
trade for the preceding year. If a country’s deficit goes beyond 
its quota or is left outstanding for a longer period, that country 


4 “The Gold Reserve,” in Economist (London), April 8, 1950. 
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would then have to pay part of its debt in gold or dollars. The 
union would have a hard currency reserve provided by ECA 
dollars. 

Such an organization would be an important step toward con- 
vertibility of currencies. Obstacles to its realization arise from 
the fear on the part of European countries that they might have 
to pay dollars or gold to other European countries. That fear is 
strongest in England, where memory of the panic of 1947, caused 
by the abortive attempt to restore convertibility of sterling, is still 
fresh. But the much too high rate of sterling, which made its 
convertibility impossible, has now been eliminated, and the 
striking improvement in the British balance, which has occurred 
since devaluation, makes the prospect for convertibility more 
favorable. The success of the efforts to stabilize the currencies 
and to adjust the balances of trade is, however, subject to the 
condition that excessive inflation ceases. 


III 


The European countries inherited from the war a strong inflation- 
ary pressure. Their governments did not return to the rigid 
discipline of the gold standard which formerly safeguarded their 
finances and currencies, but by clinging to an overvalued parity 
made way for chronic unemployment. On the other hand, the 
present system of managed currencies also has great dangers; it 
allows for excessive public expenditure, which is the main cause 
of inflation. Despite the high level of taxation, which discourages 
production and savings, and despite Marshall aid, European 
budgets showed large deficits which were directly or indirectly 
covered by printing money. Inflation has raised domestic prices, 
stimulated imports, restrained exports, upset trade balances, and 
opened up the prospect of repeated devaluation of the currencies. 

With suppressed inflation, as applied in Great Britain, prices of 
essential commodities are controlled, but ‘the price and wage 
structure is distorted. Factors of production are drawn away from 
essential goods and from exports to the more lucrative home 
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market. The British government wants to fill the dollar gap 
either by diversion to exports of resources hitherto consumed at 
home or by shifting exports from soft currency markets to dollar 
markets. The government therefore tries to redistribute man- 
power accordingly. Projected changes for the last two years, for 
example, were an increase of 32,000 in coal mining and a decrease 
of 31,000 in the clothing industry. Actual changes were a 
decrease of 9,000 in coal mining and an increase of 46,000 in 
clothing. Retail and public service were to have diminished by 
51,000, but they increased by 167,000. Export industries have not 
been able to increase their labor force because they could not 
offer workers higher wages; such a step would have been resented 
by workers in other industries whose wages were frozen. ‘The 
government has the right to command labor to shift to export 
industries but has hesitated to use this very unpopular power. 

Under repressed, as under open, inflation, the result of over- 
spending has been devaluation of the currency. The confidence 
in money, already shattered by past instability, cannot be restored 
by inflation. Among countries sliding down the inflationary slope 
at different rates of speed, monetary stability and convertibility, 
the prerequisites of freer trade, cannot be achieved. What, then, 
are the chances of halting inflation in Europe? 

It appears that the world is in for a period of chronic inflation 
under present conditions. Governments are not able substan- 
tially to reduce their expenditures and they cannot cover their 
spending by increasing taxes, which are already so high that they 
discourage individual enterprise and may cause unemployment. 
Thus the chances for freer trade would be hopeless, if under 
inflationary conditions, a freer trade policy could lead nowhere 
at all. 

But just as people go on living, though sanitary conditions are 
far from perfect, economic life and trade continue even when 
financial conditions are not quite sound. Economic integration 
becomes impossible only when there is excessive inflation and the 
wage-price spiral gets out of control. Advocates of strong infla- 
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tion, who were numerous some years ago, have now become rare, 
and the European governments are making great efforts to balance 
their budgets. Deficits are smaller; budget situations have 
improved; credit policy has become stricter and interest rates 
more flexible. Indeed, progress in checking inflation in some 
cases seems to have been too quick and has caused unemployment. 
That does not mean that inflation has been generally halted. Sir 
Stafford Cripps dared to declare himself a disinflationist, but he 
proposed only modest cuts in the budget and in investment, 
which may or may not be realized. In France and Italy, the 
budget deficits have been reduced with Marshall aid, though there 
are a number of signs that inflation is on the move again. 

Thus, though financial conditions in western Europe are not 
yet wholly adjusted, the inflationary trend is abating, policy tends 
toward disinflation, and inflation can be expected to be kept 
within manageable limits. It will not make abolition of trade 
restrictions impossible, the less so since the effects of moderate 
inflations on trade partially cancel out. 


IV 


The progress made along all lines encouraged the European gov- 
ernments to eliminate 50 percent of their quantitative restrictions 
at the beginning of 1950. Most countries are ready to go further. 
Benelux proposes a cut of 75 percent at the end of 1950 and of 
100 percent in 1951 on condition that western Germany is 
included. Mr. Hoffman urges complete abolition of quotas at 
the end of 1950. 

But even though substantial progress has been achieved, it is 
clear that the goal of European integration is not easy to attain. 
The contribution of the United States to the success of this 
program is determined by the fact that she can increase her imports 
or decrease her exports or continue foreign lending. American 
credits will probably play a role in balancing international 
accounts. With regard to greater imports, any increase evokes a 
loud protest about competition from low-paid foreign labor and 
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soon. Actually, the share of European exports in American con- 
sumption is very small, and the government, admitting that high 
tariffs are inconsistent with the position of a creditor country, 
wages an uphill fight against excessive protectionism. In any 
case, equilibrium is likely to be restored more by decreased Ameri- 
can exports than by increased imports. 

European advocates of planned economy are still bent on 
regarding the United States as the sole cause of their difficulties. 
The postwar depression in the United States, which they antici- 
pated, has not materialized. But in 1948, when a slight recession 
occurred, they exaggerated ridiculously the influence of fluctua- 
tions in American demand for European goods on European 
economies. Such misrepresentation of the facts would have 
angered Lord Keynes. And Lionel Robbins writes:. ““To make 
that country [the United States] mainly responsible for what has 
happened, despite the rise in the American price level, the con- 
siderable reductions in the tariff and the pouring out of dollar 
loans and subsidies in vast amounts, is a very shabby falsification 
of history.”"® Moreover, the United States, which stood firmly for 
the principle of equality of trade against regional combinations, 
has tacitly withdrawn the nondiscriminatory provisions of her 
agreements and urges the European countries to combine. 

For the European countries, the greatest difficulty is to break 
away from protectionist habits, in the face of the protests of indus- 
trial and agricultural interests which object to dropping trade 
barriers. Without some daring, little can be achieved, and 
despite the opposition of vested interests and even though 
dirigistes believe that controls must be multiplied and tightened, 
the nations of western Europe are retreating from controls. They 
have learned that these controls do not work very well and that 
the public has lost patience and cannot be expected to comply if 
controls are extended. Their abolition, however, depends on a 
reasonable coordination of commercial, monetary, and financial 
policies, involving many complex problems. The governments 


5 Lloyds Bank Review (October 1949). 
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have committed many errors and they will commit more, but 
they are now aware of the real need and opportunities for freer 
trade. 

A certain optimism is justified by the recovery of Europe's pro- 
duction. The Organization for European Economic Cooperation 
estimated that in 1948 it was already 10 percent above that of 
1938. We must, however, regard these figures somewhat cau- 
tiously. The level of production in 1938 was rather low, popu- 
lation has grown, and figures of output per capita show only 
small increases although the very considerable investments made 
since the war should have raised productivity substantially. Also, 
there are too many examples of industries in which output per 
worker has declined. 

But whereas prewar level of production after the first world war 
was not reached until seven years after the armistice, the parallel 
result was achieved within three years after the last war. The 
recovery of European production is a sign that her enterprise is 
resilient, and this resilience augurs well for the integration of 
Europe by practicable measures. Protectionism will not be 
abandoned, but it can be expected that trade restrictions will be 
abolished and that economic cooperation of western European 
countries will become broad enough to complement their political 
and military cooperation with the United States. 

In that most fateful moment of June 1940, Prime Minister 
Churchill proposed an indissoluble union between the United 
Kingdom and France. In June 1947, Secretary of State Marshall 
offered American help for a European union. Then came the 
Brussels defense union and the North Atlantic Pact. Now, 
Chancellor Adenauer has declared that Germany is ready to estab- 
lish a union with France, and French Foreign Minister Schuman 
has proposed a pooling of the French and German coal and steel 
industries. This sequence of events can be interpreted as evi- 
dence of a strong trend toward integration in western Europe. 








LOCAL GOVERNMENT IN ENGLAND: 
CHANGES AND CHALLENGES 


BY L. C. HILL 


Panes THE moment the Labor government achieved both office 
and power in 1945, every instrument of propaganda has been used 
to influence public opinion against it, with a persistence that has 
caused many of its supporters to doubt their own wisdom. The 
1950 parliamentary election demonstrated this when the opposition 
scooped the field of waverers and doubting Thomases, though the 
by-elections and municipal elections which have taken place since 
prove that the Labor votes registered last February represent a 
permanent hard core of support for socialism, which Labor can 
take as a low-water mark in the ebb and flow of party allegiance. 

Unfortunately, the vast amount of political propaganda and criti- 
cism designed for home consumption is transmitted to other coun- 
tries by press and radio and is there wrongly interpreted, except by 
students of foreign politics. It is easy to present a dreary picture 
of the loss of freedom in England simply by cataloging the changes 
that have occurred without any reference to the underlying influ- 
ences that have brought them about. To draw attention to some 
of these influences, and not to discourse on party politics, is the 


purpose of this article. 
I 


What has really created doubt in the minds of a number of people 
is the volume of social legislation that has been enacted within so 
short a time. But the position in which we find ourselves today 
should, by the normal process of evolutionary change, have been 
attained many years ago. Had it been so, we should probably not 
have felt the economic effect of the two world wars as acutely as 


we do now. 
Moreover, there is nothing said in condemnation of present gov- 
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ernment policy which was not said in the past in opposition to 
liberalism or to those changes which marked the early stages of 
transition from the negative to the positive form of government. 
The only difference is that formerly the criticism was heard only 
in the clubs of St. James’s, whereas today it provides the headlines 
in a popular press read by millions. When Sir Robert Peel intro- 
duced his Police Bill in 1829, the critics called it ‘the instrument 
of a new despotism.’’? And Macaulay wrote that “we cannot abso- 
lutely prove that those are in error who tell us that society has 
reached a turning point, that we have seen our best days. But so 
said all who came before us, and with just as much apparent 
reason.’ 

The English constitution is so flexible that changes can be made 
in piecemeal fashion, the revolutionary effect becoming visible 
only when one century is compared with another. As Lord Morley 
pointed out in 1881, “. . . in the country where socialism has 
been less talked about than any other country in Europe its 
principles have been most extensively applied.’’ ‘Thus the real 
difference between the two major parties in Britain is more pro- 
nounced in the methods which each would adopt to do more or 
less the same thing than in their long-term policies. In other words, 
one party is willing to grant social service benefits if only the 
people will be thankful and the other wants to do it because it is 
the people’s birthright. 

In no field of activity are the gradual changes in English life 
more apparent than in public administration generally, and par- 
ticularly in that sector of it known as local government, that is, 
town, county, and parish government. England’s local self-govern- 
ment goes back to Saxon days; indeed, present-day parish bound- 
aries are very much the same as they were then. ‘Nowhere,’ wrote 
A. L. Smith, a former master of Balliol, “was the village community 
so real and enduring a thing as it was in England for at least twelve 


1 Laski, Robson, and Jennings, eds., A Century of Municipal Progress (London 


1935)- 
2 Historical Essays. 











334 SOCIAL RESEARCH 


centuries of its history. In every parish men met almost daily in 
humble but very real self-government to be judged by their fellows 
or fined by them or punished as bad characters, to settle the plough- 
ing time and harvest time, the harrowing and the grazing rules. For 
the whole period of those twelve centuries that discipline went 
with the peculiar English capacity for self-government.”* 

The value of this long tradition of local self-government was 
amply demonstrated during the last war, when local government 
became the “home front” and was faced with the task of organizing 
all forms of civil defense, rescue squads, casualty stations, bomb 
shelters, emergency water supplies, and the like. In addition, 
local government authorities were responsible for the evacuation 
of school children by the thousands, who were accompanied by 
staffs of teachers and health service officers; the billeting of bombed- 
out families as well as of thousands of voluntary evacuees; the 
feeding, clothing, and providing of welfare services for multitudes 
of people in need; and finally, the preparation for taking full 
charge of government in local units in the event of the destruction 
of London or invasion. In every community a local invasion 
committee was set up under the chairmanship of a resident in 
whom the people had confidence, and the job was done with a 
thoroughness and efficiency that testified to the vitality and resili- 
ence of local government. The imaginary boundaries, which in 
peacetime separated the water supply, transport, police, and fire- 
fighting services, were dissolved; these services were used any- 
where and everywhere without consideration of who would bear 
the financial burden. What really mattered was that the mayors, 
chairmen of councils (all popularly elected and not paid), and 
the permanent officials (the paid staff) stood their ground, suc- 
cored and comforted the people and won their trust, and never 
thought of looking for help from outside. Local government 
showed its persistent strength. 

But along with this enduring attribute, other trends had mani- 
fested themselves. By the end of the eighteenth century, the eco- 


3 Quoted in H. Lloyd Parry, Local Government (London 1934). 
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nomic shift ‘rom plough to factory and workshop was beginning to 
place the emphasis in English social life on the town rather than 
the village. —The machine age brought with it the rush to factory 
sites, and this gave rise to certain urban social problems, such as 
housing, sanitation, and health, which had been anybody’s busi- 
ness but definitely not the responsibility of government, either 
central or local. Yet, within the space of a century (1848-1948), 
the British have moved almost imperceptibly from a passive accept- 
ance of pestilence and poverty to the adoption of one of the most 
highly organized government health services in the entire world. 
During this period, life expectancy in England has increased from 
thirty-nine to over sixty years, and exceptionally high death rates 
from epidemics have almost vanished. That has been achieved, 
of course, only at the expense of a few freedoms, such as the free- 
dom to house people in garrets and cellars, freedom to overcrowd, 
freedom to avoid the expense of providing adequate and effective 
sewerage and water supply schemes. 

Two world wars, and especially the change from conducting 
warfare as a series of colorful and glorious campaigns to waging 
“total” war, have changed the attitude of governments more pro- 
foundly than anything else, and have accelerated government con- 
trol. These days, no country prepares for war. The process is 
regarded as preparing for defense against a possible aggressor, and 
that means far more than maintaining trained armies, navies, and 
air forces. It means a design for living which can be rapidly 
integrated toward a single purpose. Add to this the modern 
concept of a peacetime welfare plan of social service benefits, and 
the necessity for an overall scheme which will insure equal treat- 
ment for all, and it becomes clear how inevitable it is that a form 
of centralization should replace the multitude of separate local 
authorities whose operations might so easily result in the unequal 
dispensation of services. 

A considerable number of social services which are now incor- 
porated in government-operated systems were once provided by 
charity organizations and voluntary service agencies. Once the 
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voluntary workers had proved by their efforts that the service 
they rendered was a necessity, it was then municipalized, and 
finally nationalized. To confound the critics of those steps it can 
be truthfully said that there are more voluntary organizations 
operating today than ever before. But taking an unbiased, objec- 
tive view of all the changes which have taken place in this field, 
one must admit that they represent no more than a change in 
emphasis. 

From time immemorial to the passing of the eighteenth century, 
modes of life in Britain changed very little. It was the impact 
of the industrial age that caught the British socially and politically 
unprepared, and the burden of that challenge fell on local govern- 
ment authorities. Thus the nineteenth century marks a distinct 
quickening in legislation concerning town and country administra- 
tion, and by the end of that period every yard of land and every 
person came within a well-defined local government area, each 
governed by an elected council chosen from and by the people 
resident in that area. The areas selected for that purpose were not 
“planned” in the modern sense of the word; they were natural 
areas in which some form of local government had been operating 
for centuries. Practically all the time given by the legislature to 
local government had concerned areas, and very little thought 
had been given to the multiplicity of different statutory bodies 
operating within those areas. At the close of the century, there 
were nearly 30,000 local government authorities, ad hoc bodies, 
joint boards, and committees, administering local services of one 
kind or another. 

Then came, with the opening of the present century, a period 
of “tidying up” and a sorting out of functions, with the object of 
abolishing a number of ad hoc authorities and amalgamating a 
number of smaller authorities, in an effort to concentrate as much 
as possible in the hands of the statutory local government authori- 
ties, that is, the county and county-borough councils, the district 
and parish councils, which numbered altogether about 7,000. 
Long-standing problems, accentuated by World War I, such as 
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the increasing cost of local government and the shift in emphasis 
concerning such things as unemployment, brought “centralization” 
into focus before the tidying-up process had been carried very far. 

Then came World War II (and the first taste of what “total” war 
means) and it was discovered that certain services must be operated 
within larger areas and others on an all-island basis. 

Any critical appraisal of the changes taking place in Britain 
must also have some regard for the size of the country. This is a 
comparatively small island with a large population. England, 
Scotland, and Wales together have an area not much larger than 
the state of Utah, with a population of nearly 50 million as against 
the latter’s 600,000. The smallness of the island is not unrelated to 
the drift toward centralization of certain functions. 

The second world war left Britain with a number of problems 
to be solved, one of which was to remedy the housing shortage 
and at the same time improve the spacing and layouts. A Hous- 
ing and Town Planning Act had been passed as early as 1909, but 
this and all the amending Acts which followed had not accom- 
plished what was expected of them. All the legislation had been 
cramped by vested interests, too parochial a concept, and a multi- 
plicity of authorities; in Greater London alone there were no less 
than 143 separate planning bodies. 

The transfer of industry with its workers, the wide-open spaces 
caused by bombing, and the dispersal of families created new 
housing and town planning programs. In 1938 the two adjoining 
metropolitan boroughs of Poplar and Stepney had a total popula- 
tion of 217,000; when the last war ended it was just over 90,000. 
Seventeen percent of the houses in the two boroughs had been 
totally destroyed, and another 10 percent made unfit for habita- 
tion; almost all the rest were damaged. To avoid a repetition of 
overcrowding and to relieve the severe congestion in transport 
in London and the other large cities, it was necessary to strike out 
in new ways, one of which was to build a number of new towns. 
These towns are not to be “satellite towns” or dormitories for exist- 
ing towns, but self-contained units where people can live and 
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work and play, and that means taking industries along with the 
people. 

Here, too, the approach to the problem is new. After con- 
sidering several alternative ways of building the new towns, the 
Government finally decided to entrust the task to a form of public 
corporation. For one reason, the Government wanted the plans 
to be flexible and subject to constant revision on the basis of the 
experience gained. The Report of the New Towns Committee 
stated that “‘precise planning should never be too far ahead of 
actual construction.” * The administration of these New Towns 
Development Corporations is being entrusted to separate statu- 
tory bodies consisting of a small number of specially qualified 
persons, chosen by the Minister of Fown and Country Planning, 
who act as a board. The officials are a general manager and a 
number of technical and professional assistants to handle such 
operations as finance, engineering, architecture, legal matters, and 
social welfare, all of whom are to “work as a team.”” The length 
of time it will take to create these new towns means that they 
cannot be counted on to relieve the immediate housing shortage, 
but the long-term program should provide experience in raising 
the standard of living by dispersing overconcentrated industry, in 
reducing congested areas, and in town planning. 


II 


An interesting aspect of this new development is its possible effect 
on the time-honored method of administering a town through 
popularly elected town councilors. It may be fifteen or twenty 
years hence before the new towns have a population large enough 
to warrant the election of a town council, by which time the experi- 
ment may have developed a taste in local government administra- 
tion quite different from that which is now accepted. 

Another potential threat to the continuance of local govern- 
ment as we now know it is that the municipal authorities are 
wholly absorbed by the practical problems involved in the rapid 


4 Cmd. 6876, Final Report of the New Towns Committee (July 1946) par. go. 
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growth of urbanism, the congestion of traffic in streets altogether 
too narrow for modern vehicles, the housing shortage, and the 
totality of the citizens’ material needs in a modern world, to the 
exclusion of other nonmaterial concerns. The small number of 
citizens who take the trouble to vote at the municipal elections 
must not be taken as an index of their satisfaction with town gov- 
ernment. It would be safer to assume that the services which 
were once either inadequate or not provided at all have now 
become so generally accepted that their value would be appre- 
ciated only if they suddenly stopped functioning. They have 
become everyday necessities and have ceased to excite interest in 
municipal affairs. This is proved by the comparative returns of 
voters in parliamentary and municipal elections. ‘The number of 
people who voted at the last parliamentary election was something 
like 85 percent of the possible total number of voters, but the num- 
ber of votes cast at the municipal elections seldom reaches half 
that figure and in some places has dropped to 4 or 5 percent of the 
local electorate. It may be that the New Towns system of admin- 
istration and the concept that it is its function to provide the 
cultural and social amenities of town life, as well as the familiar 
services, may stimulate into activity that citizen interest which is 
the real essence of democracy. 

It is true that the transfer of certain undertakings from munici- 
palities to central authorities removes control from the local 
areas to a more distant point, either central or regional, which 
can seem a sizable loss to those who value democracy in its best 
sense. The trend toward larger operational areas can be justified 
on the grounds of greater efficiency, a wider overall spread of 
costs, the balance of needs between town and country, and greater 
uniformity in service, but the important question now is whether 
democracy can keep pace with the changes? The challenge is not 
to try to retain all those functions which local government 
acquired within a comparatively short time, but to decide wisely 
how to fill the gap left by the transfer of some of these functions 
to other bodies. In the opinion of the writer, the answer lies in a 














340 SOCIAL RESEARCH 


complete reorientation of the approach to local government by the 
elected representatives of the people, the officials, and the citizenry. 

We are constantly being warned of the catastrophic dangers of 
man’s selfishness and recalcitrance. A world shortage of food is 
a very real danger; the narrowing margin between oil supplies and 
needs, the phenomenal growth of world populations, widespread 
soil erosion, uncontrolled flooding, and the enormous poten- 
tialities of untapped natural sources of production and materials 
are all graphically presented to us almost daily. The fatalists 
would say the future lies in the lap of the gods, but let us remem- 
ber, the gods are not unkind. While all these things have been 
gradually forcing themselves upon our notice, the gods have given 
us a knowledge of science and techniques which can be used to 
combat the evils of our ways. The scientists have discovered new 
sources of power, engineers have built TVA’s and Grand Coulee 
Dams, and have enabled men to travel at speed faster than sound. 
What we have yet to learn (or are unwilling to admit) is that the 
scale of many operations and the inevitable cost of harnessing 
modern scientific knowledge to human needs are of such dimen- 
sions that they are beyond private individuals and must be 
tackled by governments. We are afraid to face this fact because 
we have been terrified by the notion that an ogre lurks in all opera- 
tions at government level, and we must not confuse a rather sudden 
expansion of public administration with an attack on personal 
(spiritual, for those who prefer the word) and political freedoms. 

Britain has suffered grievous losses in the destruction of towns 
during the last war which must be rebuilt. The first step to be 
taken in any such operation is usually the preparation of plans, 
and many of these plans are most impressive on paper. But there 
is a grave danger that the wide thoroughfares, open spaces, park- 
ing areas, and all the things that the modern architect can do with 
concrete and steel are being accepted as the last word in town 
government. “People, not buildings, make a city,” and ‘The 
noblest of all studies is the study of what man should be and how 
he should live,” wrote the Stoics more than two thousand years ago. 
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Today, personal, civic, and moral standards are as low as they 
ever were, notwithstanding the enormous sums of public money 
being spent on education. Since so much of what was local gov- 
ernment responsibility has passed out of their hands, cannot the 
gaps be filled by undertaking those tasks which concern what man 
should be and how he should live? 

Mention has been made above of the project for the building 
of new towns by public corporations. In the report of the Com- 
mission on New Towns, which preceded and guided the decisions 
of Parliament in this matter, it was stated that “if a socially 
homogeneous community is to be created, a conscious and sus- 
tained policy to that end will be needed.... It will not merely 
be enough to attract a representative cross-section of the popula- 
tion, to locate skilfully the sites for houses of all classes in the 
various neighbourhoods and to provide at the earliest stages build- 
ings for various amenities. These will all be essential, but more 
than these will be required. We believe this issue is vital to these 
new communities.” The concept envisions that the new towns 
will be places in which both facilities for, and encouragement of, 
the “art of living together” will be provided, where people can 
develop self-expression, where children can grow up happily and 
healthily. 

It is easier to create a tradition than to change one already made. 
The New Towns Development Corporations have set themselves 
the task of pioneering in the field of local government. There is 
no hard and fast rule laid down to restrict the Development Corpo- 
rations as to the number or the range of qualifications of the staff 
to be appointed, and the advertisements for staff members already 
seek such officers as social development personnel who “will be 
responsible for directing and co-ordinating the development of the 
town into a balanced and self-contained community.” ® In other 
words, these officers will be charged with the direction of research 
on the social and economic problems encountered in the course 


5 Ibid., par. 25. 
6 Ibid. 











342 SOCIAL RESEARCH 


of the town’s development; with interpreting the needs and wishes 
of the community to the corporation; and with explaining the 
policy of the corporation both to the people living in the town and 
to the general public. Important qualifications for such a task 
will include a wide knowledge of contemporary social and eco- 
nomic problems and of techniques for the assessment of human 
needs. 

Furthermore, the staff of the New Towns Development Corpo- 
ration is expected to “work as a team’”’ under the general manager. 
This is a complete reversal of the present system of municipal 
administration, which operates with watertight departments of 
health, education, highways, and so on, each with its own com- 
mittee and chairman. In the general manager of the New Towns 
Development Corporation we have an officer more like the Ameri- 
can city manager than the British town clerk, and the end result 
of this experiment may be a new system of local government, 
though it would emerge on the traditional British lines of 
compromise. 

Since so many important decisions in local government are today 
given, not on the merits of the case, but in accordance with the 
voting power of political factions, the new system may prove more 
economical and more expeditious. Indeed, people may develop 
a taste for a more satisfying form of democracy than that which 
now masquerades under that name. 

The promise of a better drainage or garbage-can collecting sys- 
tem is not sufficiently inspiring today to pull people away from 
their firesides to vote in a municipal election. And yet, it is becom- 
ing more and more obvious that the casting of the vote is about 
the only “democratic” action one is still allowed to perform. What 
it really means is that the elector has the power to decide who shall 
practice democracy on his behalf, which, in effect, means that 
the ratepayers get what the town councilors think they should have 
and not necessarily what the ratepayers need or want. If the New 
Towns Corporations set out to provide both the facilities and the 
expert personnel to encourage and assist people to make democ- 
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racy work through themselves, it is just possible that when the 
time comes round for exercising the decision to set up a town 
council, the citizens may say, ‘““No, thank you! We are getting a 
more satisfying life, more real joy out of living and working 
together under a public corporation than ever we did under the 
old soulless, unimaginative, and pompous system of municipal 
administration.” 

The New Towns idea is a frontal attack on the municipal 
administrative system, but another assault on all flanks is the 
growing decentralization of the administration of the national 
social services some of which were formerly handled by local gov- 
ernment authorities. 

In every town of any size there are already government offices 
for post, telegraph, telephone, agriculture and fisheries, national 
insurance, public assistance, hospitals, labor and national service, 
revenue and excise, and in some towns there are departments of 
the Ministries of Town and Country Planning, Transport, and 
Education, to which are being added, under the development of 
public corporations, electricity and gas supply stations, and their 
showrooms of appliances. This decentralization means that in 
many towns there will be more officials of the central government 
than of the local government. Since there will be many national 
departments paying out cash benefits, such as pensions, and sick- 
ness, maternity, and unemployment allowances, the result may 
well be that many more citizens will be paying visits to central 
government offices than to the town halls. Moreover, every central 
government department now has its personnel “in-training”’ 
schemes designed to establish the maximum degree of confidence 
between the departments and the public. It is doubtful whether 
any local government authority has instituted “in-training”’ 
schemes or has even grasped the significance of the inspiring talks 
and lectures which civil servants are now receiving as part of their 


training. 
If the day-to-day contacts with central government officials prove 
to be more satisfying than their previous contacts with local gov- 
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ernment officials, the people will say, ‘““Let us have more central 
government administration.” ‘This means, in effect, that central 
government and public corporation officials may make town life 
easier and pleasanter, but it still barely touches the fringe of Plato's 
belief that ‘‘a city should exist not only for life itself, but for a 
better life.” 

An effective and satisfying democracy must be worked out in 
small units. The plants of democracy are tender and delicate, as 
are all good things, and they must be carefully nurtured. At 
present, they are smothered with the weeds of selfishness and 
personal interest. The ground in which they can best grow is 
undoubtedly in the municipal field, but it must be constantly 
worked, not by machinery, but by men and women. The working 
out of democracy is dependent on leadership of a refined quality 
in small localities or community centers. Effective leadership at 
all levels is the only way to render a national “leader” superfluous. 
The nursery of democracy is the small community, where the 
wishes, the folk ways, and the needs of the people can be assessed 
and utilized as the motive power of public administration, where 
democracy can work in unison with the aspirations of the people. 

Successful organization is easy; it is unsuccessful organization 
which is difficult, especially in the field of human behavior. There 
is NO necessity to set up special citizen groups as a source of public 
opinion; local authorities in Britain have at hand for consultation 
and cooperation many voluntary organizations with long records 
of faithful and selfless public service. They are working much 
more closely with the people than the local government authority 
and should be taken into the latter’s confidence. England is still 
a wealthy nation in two respects: in its vast army of social and 
public-spirited workers, and in the integrity of its public servants. 
The latter is a priceless asset, but it must operate within the hear- 
ing and sight of the common man, and it must be an everyday 
affair. ‘The ever-deepening dependence on a system of public 
administration to provide the opportunities to live a decent life is 
throwing a tremendous responsibility upon the integrity and 
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honesty of purpose of both officials and the elected representatives. 
Let them betray that confidence and anything can happen. ‘There 
is no more fertile soil for germination of the seeds of dictatorship 
and other objectionable forms of government than the feeling of 
hopelessness which follows complete loss of confidence in polli- 
ticians and public servants, since so much depends upon them in 
these days. 

Local government touches the lives of the people at more points 
than does any other influence. To be really effective it must have 
a unity of purpose. “If any organisation is to have unity of pur- 
pose,” writes Sir Oliver Franks, “it is obvious there must be a 
purpose. It is obvious too that this purpose must be understood 
and accepted by the members of the organisation so that they are 
unified by it. What isa purpose? It is an idea, the product of the 
intellect; but it is also an idea affirmed by the will so that it 
becomes an objective of action.” * 

What is the purpose of local government? To provide a well- 
planned city for “‘life itself” and to leave the “good life” to take 
care of itself is not enough in our time. Unsocial behavior, delin- 
quency, disease, and crime of all kinds can flourish just as easily 
in a well-planned city as in any other. For a few chosen people to 
“practice” democracy for the rest of the community is not enough; 
to leave democracy to work by chance means that it will decay; to 
make democracy work is the most urgent and vital problem that 
faces mankind today. 


7 Central Planning and Control in War and Peace, London School of Economics 
and Political Science (London 1947) p. 32. 














GOVERNMENT SUPPORT OF 
INDUSTRY IN AMERICAN HISTORY 


BY FELICIA J. DEYRUP 


T HE object of this study is to consider some of the results of 
government support of industry in the United States, not only for 
the industry supported but for the economy as a whole. Such 
support, in the sense in which it will be defined in this paper, has 
been given only rarely in the history of this country, but where 
it has existed the results have varied widely. In one instance, the 
government supported to maturity a key infant industry which in 
time became a vital force in the development of certain major 
industries. In another case, government support unwittingly 
furthered the decline of a large segment of our economy, while 
being impotent to bring prosperity to the very industry sup- 
ported. In still another case, government help has been in the 
nature of “spot” aid, calculated primarily not to further the wel- 
fare of any particular industry, but rather to plug holes that might 
open the way to serious damage to the economy as a whole. 

For purposes of analysis, as well as because of limitations of 
space, government support of industry must be narrowly defined. 
In a broad sense, all industry receives government support, in such 
forms as protective tariffs, establishment and protection of patent 
rights, and the like. Even the ordinary measures for protection 
of private property may be construed as government support of 
industry. This paper, however, is not concerned with such gen- 
eralized support of all industry, but rather with the specific sup- 
port granted some industries which sets them apart from all others. 
Nor are government-controlled, or a fortiori, government-operated 
industries the subject matter of this discussion. Public utilities, 
such as gas and electric companies, railroads and other means of 
inland transportation, are therefore excluded. And finally, since 
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the aim of this paper is to assess the long-run effects of public 
policy on the economy, measures involving support limited to 
periods of crisis, such as wars and depressions, are excluded. 

By thus shearing away at the confusing fabric of all types of 
government support, we are left with three important areas of 
study—the arms industry, the shipping industries, and those seg- 
ments of the entire economy aided through Reconstruction 
Finance Corporation loans. The treatment of the last-named 
must be sketchy, for its history has been relatively brief. The other 
two areas present classic examples of the amazingly diverse results 
which public support may produce. It must be noted here that 
although this is a historical study, it cannot be concluded with- 
out some consideration of the implications of past government 
support for present and future public policy in regard to agricul- 
ture, the development of the airplane industry, and the industrial 
exploitation of atomic power. 


I 


The arms and shipbuilding industries in certain ways resemble 
each other closely. Both are war industries par excellence in war- 
time, yet both are capable of an active life in time of peace. Each 
is placed at a strategic point in the national economy—arms manu- 
facture at the center of precision manufacture, where the machine 
tool technique and the system of interchangeability of parts reach 
their highest development, and shipbuilding at the center of our 
foreign and inland water-borne commerce. No industries could be 
more opportunely located for the purpose of examining the effects 
on the national economy as a whole of government intervention 
applied at specific points. These industries stand at nerve centers 
from which the results of public policy, for better or worse, spread 
through the rest of the system. 

Technically also the two industries are closely comparable. Each 
developed from a high level of craft production, with numerous 
small producing units widely scattered, in the case of shipbuilding 
along the Atlantic seaboard, in the arms industry throughout the 
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eastern states. In its early development, each industry required 
the highest type of skilled craftsmen in its labor force. With 
technological advance each industry consolidated into a few large 
producing units, operating under conditions of heavy overhead 
costs relative to total costs, demanding sizable investments for 
specialized equipment, and also requiring skilled workers who, 
though less versatile than their predecessors, still remain among the 
upper ranks of labor in respect to skill. The two industries are 
also similar in that, statistically, they have been of minor signifi- 
cance in the total of American manufacture. The main branch 
of the arms industry, small arms production, in terms of number 
of workers employed, capital invested, value of product and value 
added by manufacture, has in no census year exceeded 0.3 percent 
of our total industry. Shipbuilding in the same measures has 
normally hovered between o.5 and 0.8 percent of all industry. 
But similar though the two industries have been in many ways, 
the influence of one on the developing American economy has 
been strikingly different from that of the other. Arms manufac- 
ture, either directly or at one or two industrial generations 
removed, has played a crucial role in the growth of the machine 
tool industry, the sewing machine, typewriter, bicycle, electrical 
equipment, automobile, and airplane industries. In this case, 
government support in the early years has been fully warranted 
by the important and highly diversified channels into which the 
developing forces of arms manufacture were gradually turned. 
On the other hand, the public support granted shipbuilding, 
together with technological changes reacting adversely on the 
industry’s competitive position, caused it to grow into a parasite, 
blocking the life stream of the American merchant marine, upon 
which its own life depended. The government, once committed 
to the support of shipbuilding, has been forced to extend this 
support to save the life of both parasite and victim, until now it 
is questionable whether either can ever be expected to achieve an 
independent status. While it is usually fallacious to impute prime 
importance to any one factor in industrial development, there is 





























— 





GOVERNMENT SUPPORT OF INDUSTRY 349 


no doubt that government support in each of these two cases was 
crucial in the determination of the direction of later growth. 

In colonial America, public support was an accepted aspect of 
economic life, taking either the form of bounties from the mother 
country for the production of raw materials, such as hemp, pitch, 
tar, and resin, or the form of grants of water power sites, of exemp- 
tion from taxation, or of other promotional devices by the indi- 
vidual colonies for the encouragement of manufactures. But 
with American independence public policy reversed its previous 
stand. Such aid as the new states granted was concentrated on 
the development of means of transportation. Curbs on the power 
of the young federal government, specifically a limited budget, 
confined its support to arms manufacture, shipbuilding with its 
related industry, shipping, and the fishery. The last has been 
omitted from this discussion as of no significance in the economic 
development of the country as a whole. 

The exceptions to the rule of granting no federal support to 
industry were obviously made on the basis of national defense. 
Appeals on this ground soon became time-honored, and still 
remain the foundation on which the current claims of the shipping 
interests are based. In the case of arms manufacture, the federal 
government gradually expanded the production of its armories and 
arsenals to meet its ordinary needs. The argument of national 
necessity in regard to shipbuilding and shipping is, if anything, 
more valid than ever in these days of total warfare. But in the 
early history of the country, shipping, shipbuilding, and arms 
manufacture stood in an anomalous position. Though of such 
vital importance as to receive favors denied others, these indus- 
tries were not regarded as public utilities in the sense of having to 
pay for their privileges, with government supervision over policy 


and profits. 

The form that government aid took in respect to these indus- 
tries reflects the economic outlook of the early nineteenth century. 
Subsidies were unpalatable to other manufacturers as well as to 
taxpayers. Even to the three industries immediately concerned, 
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they were less valuable than other kinds of help, since subsidies 
were conspicuous and therefore highly subject to attack by hostile 
critics. Thus it came about that government aid took indirect 
forms—in the case of the arms industry, as advances of capital; 
in the case of shipbuilding, until fairly recently, as complete pro- 
tection of the industry’s market from foreign competition. Except- 
ing occasional use of mail subsidies for establishing or maintain- 
ing certain trade routes, shipping has been protected mainly 
through monopolization of the coasting trade. In the indirect 
form of aid for shipbuilding lay one of the causes of the later 
problems of both this industry and the merchant marine. The 
apparent inexpensiveness to the public of this type of support 
prevented it from being subjected to frequent review or with- 
drawal on short notice. This form of aid was therefore con- 
tinued far beyond the point at which it was justified on economic 


grounds. 


II 


In arms manufacture, government support endured for a rela- 
tively brief period, until about 1840. For a few years after the 
Revolution, Congress pursued a vacillating policy, including the 
establishment of a federal armory, the outright purchase of 
weapons in small quantities, and the import of parts of arms from 
abroad. But in 1798, faced with the threat of war with France, 
Congress.appropriated 800,000 dollars for the purchase of cannon, 
small arms and spare parts, and ammunition, and the government 
made advances on the price of arms to the contractors engaged for 
production of these weapons. The earliest contracts, which ran 
for two years, proved unsuccessful, because on such short notice 
the plants necessary for fulfilling them could not be built and 
equipped. In 1808, with the negotiation of five-year contracts, 
arms contracting was put on a more satisfactory basis. As a result, 
about ten years later factory production had become established in 
arms manufacture. In time it became the War Department’s 
policy to negotiate new contracts with established contractors who 
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had proved to be reliable, thus giving considerable encouragement 
to existing firms. 

The value of the contract system to the early arms industry can 
hardly be overestimated. Granting advances on the final pay- 
ments for arms was an almost universal custom, and was essential 
in view of the fact that as early as 1829 it required 20,000 to 30,000 
dollars to establish an armory. At that time such sums of money 
for investment in the industry could hardly be acquired through 
private sources of supply. It is obvious from the records that the 
only important sources of capital for small arms manufacture prior 
to 1850 were the government advances and reinvestment of earn- 
ings by contractors. 

The federal and state armed services, which were by far the 
most important market for the arms industry prior to 1840, 
impressed their needs upon the industry in a most significant 
manner. ‘They demanded weapons of high quality with parts 
interchangeable for ease of repair. This brought rapid changes in 
production methods and concentrated the attention of manufac- 
turers and inventors on achieving uniformity of parts through 
careful gauging and particularly through the use of machine tools. 
Milling and drilling machines, machines for boring, rifling, and 
turning barrels, for turning stocks, and for trimming other parts 
of weapons were widely used as early as 1830. ‘Technical develop- 
ment was furthered by the close relations which existed between 
government contractors and the War Department, so that the 
contractors could turn freely to the federal armories and arsenals 
which, as “pilot plants” operating at a high level of efficiency, 
stood ready to aid them wherever possible with advice and expert 


services. 

Though the government continued peacetime contracting for 
weapons after 1840, this was done in such a desultory manner that 
we may take that date as the point at which public aid ceased to 
be of any real importance to the arms industry. By that time the 
War Department was prepared to let the industry find its way 
alone, for the federal armories and arsenals were capable of meet- 
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ing the major peacetime needs of the state militias as well as of 
the regular army. For its part, the industry was now able to cut 
itself loose from government influence and navigate on its own. 
It is true that this was not a painless process. Most of the firms 
which had lived on government contracts could not adapt them- 
selves to an independent life, and died out as soon as contracting 
was drastically curtailed. But they were replaced by larger firms, 
financed in full by private capital, which was now easily obtain- 
able since the industry was so firmly established. In the new 
plants, steam replaced water power, the best in equipment was 
constantly improved upon by inventors and skilled mechanics, 
and such permanent prosperity was achieved that the firms of the 
1850's and 1860's remain the core of the arms industry of today. 

By 1850, the government, both federal and state, no longer 
represented the principal market of the industry. Westward 
expansion brought a large demand for arms. Also, throughout the 
1850’s the governments of Europe re-equipped themselves with 
arms made according to the so-called “American system’”’ of inter- 
changeability. Orders flowed into the United States not only for 
arms, but for the machines with which to manufacture them, and 
much of the effort of the larger firms was thus diverted to machine 
tool production. 

This manufacture of gunmaking machinery for foreign armories 
heralded a basic change in the direction of the industry’s develop- 
ment. Well before the Civil War, but at a more rapid rate after 
it, arms manufacturers turned from arms to other types of produc- 
tion, to such an extent that pure arms manufacture became of 
comparatively little significance. The drop hammers originally 
developed for forging gun parts were modified and manufactured 
in large quantities for sale to general foiging works. With cer- 
tain adaptations gun machinery was suitable for the production 
of sewing machines, typewriters, and bicycles. Milling, drilling, 
and profiling machines, turret lathes, and certain types of shearing 
machines were taken over from the arms industry by the other 
light metal industries. Thus, by the 1880's, the arms industry had 
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not only reached a high level of independence and technical com- 
petence, but it also stood ready to pour its equipment of inventors 
and skilled workers, of capital and machines, into the new field of 
the electrical industry, and in due course, and at second and third 
hand, into the automobile industry, and finally into airplane 
production. 

It may be said, then, in concluding this sketch of arms manu- 
facture, that government support was of the utmost value not only 
to the industry itself but in general to the development of mass 
production methods. The large market provided for weapons of 
high quality with interchangeable parts, the indirect but vital aid 
of advances on contracts, the help of the federal armories and 
arsenals in solving technical problems, forced the craft of arms- 
making into a full-fledged industry within the space of perhaps 
twenty years. Withdrawal of support was relatively simple, and 
occurred so early that the industry had little opportunity to lapse 
into a state of parasitic dependence. On the contrary, arms 
manufacture drove ahead under its own power to achieve an inde- 
pendent position, and finally became of incalculable importance 
in the development of our modern economy. 


III 


The contrast in the results of government support of arms manu- 
facture and of shipbuilding is exceedingly sharp. In the case of 
shipbuilding, public support has unintentionally resulted in the 
lapse, in recent years, of both shipbuilding and its related industry, 
shipping, into helpless invalidism. In view of the critical role of 
these two industries in national defense, the government has had 
to atone for its earlier careless indulgence by a program of support 
which threatens to be neither fully satisfactory nor inexpensive. 

The American shipbuilding and shipping industries prior to 
the Revolution were extremely prosperous. Protected by the 
English navigation laws, which excluded foreign-built and foreign- 
owned ships from the trade of Great Britain and her colonies, 
shipbuilding and shipping had thrived in the best tradition of the 
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carefully fostered infant industries of mercantilism. Colonial 
shipbuilders, indeed, competed seriously with those of the mother 
country, and one-third of the Empire’s tonnage was in time Ameri- 
can-built. Naturally the new federal government took over much 
of the English navigation acts, in the expectation that the pros- 
perity of this vital segment of the economy would continue. But 
unfortunately for the future of the merchant marine, along with 
other parts of the English system the American government took 
over one of the basic tenets, a fully protected market for the ship- 
building industry. Thus for over a century—from 1789 to 1912— 
foreign-built ships were excluded from American registry. It 
was only in 1914, when shortage of tonnage and the submarine 
threat temporarily overcame the political strength of American 
shipbuilders, that it became possible for American shipowners to 
purchase without hindrance foreign-built ships. In this long 
period of exclusion of foreign-built ships from American registry 
lies a chief cause of the later depressed state of both American 
shipbuilding and shipping. 

So long as the United States fully maintained the exclusive 
policies of the English navigation acts, the worst effects of having 
to buy ships in a completely protected home market were 
cushioned for the shipowner by the fact that he also operated in 
a protected market, free from foreign competition. It was only in 
the coastwise trade, however, that this protective barrier was main- 
tained. In coastwise shipping, by discriminatory port dues after 
1789, and by completely closing the trade to all foreigners in 1817, 
the government provided an artificial climate for shipowners 
analogous to that which it had provided for shipbuilders. But in 
foreign trade the American shipping interests, confident that the 
low costs of construction and operation of their ships would allow 
them to outdistance foreign competitors, worked persistently for 
the dissolution of the restrictions which excluded them from 
participating freely in the trade of other nations. Any action here 
was of course conditional upon reciprocal removal of American 
restrictions, so that as opportunities for American competition 
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with ships of foreign registry abroad increased, so did oppor- 
tunities for foreign competition in the American trade. 

The eventual end of the prosperity of the American merchant 
marine was indicated as soon as the United States began to modify 
her restrictive policy toward ships of foreign registry in her ports 
while retaining the prohibitions against purchase by American 
shipowners of foreign-built ships. It took decades, however, for 
the effects of this double-headed policy to become clearly apparent. 
In 1815, the United States signed a treaty with England for 
reciprocal removal of discriminatory duties on goods carried in 
the direct trade by the ships of either nation. The Act of 1817, 
permanently closing the coastal trade of the United States to 
foreigners, provided also for the reciprocal removal of prohibitions 
against the direct trade with foreign countries. By 1830, Ameri- 
can ships could trade freely with all European countries except 
Spain and Italy in products originating within this country. 
Indirect trade, despite the United States Reciprocity Act of 1828, 
remained closed until the 1850's. 

In the first half of the nineteenth century the American mer- 
chant marine achieved remarkable stature. Capacity in foreign 
trade rose from 667,000 tons in 1800 to over 2.5 million tons in 
1860. The value of exports and imports of merchandise rose 
from an annual average in 1800 of over 167 million dollars to an 
annual average in 1860 of more than 533 million dollars. ‘There 
were several reasons for this development. The United States 
continued in the postrevolutionary period much of the activity it 
had developed within the British colonial system, remaining par- 
ticularly active in the Canada-West Indies trade. The Napoleonic 
Wars greatly expanded the field of the only important neutral 
merchant marine in the western world. In addition, American 
ships struck out for the Far East, the northwestern coast of 
America, and the northern and southern whale fisheries. When 
the Spanish and Portuguese colonial monopoly of South American 
commerce crumbled around 1810, American ships achieved con- 
siderable importance in the southern trade routes. As time went 
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on, further development came from carrying immigrants across 
the Atlantic in the 1840’s and 1850’s, from the discovery of gold in 
California in 1849, in Australia in the 1850's, and finally from the 
Crimean War. It was in that part of the period nostalgically 
referred to as the golden age of the American merchant marine, 
from 1830 to 1860, that the beautiful and speedy clipper ships 
were developed by marine architects unsurpassed in the designing 
of sailing ships. 

But long before the peak of prosperity had been reached in 
shipping, the introduction of iron and steam, combined with the 
continuing prohibition against purchase of foreign-built ships, had 
sealed the doom of this sector of the American economy. England, 
previously cramped by a shortage of timber, began to compete 
successfully with composite ships—sailing vessels of which the 
frame, or the frame and hull, were of iron, and the rest was of 
wood. ‘These ships were particularly desirable in the eastern 
trade, where wooden hulls deteriorated rapidly. Also, because 
they were less liable to leak than were wooden-hulled ships, they 
brought higher freight rates to their owners. Here the American 
shipowner was outmaneuvered, for the United States was notori- 
ously short of high-grade iron and steel until after the Civil War, 
when Lake Superior ores were exploited. The advent of steam 
aggravated the situation, for England far surpassed the United 
States in technical knowledge pertaining to the production of 
steam engines. An even greater handicap for American builders 
originated in the fact that screw propulsion alone was suitable for 
ocean commerce, and nothing but a metal hull could withstand 
the vibrations of the screw. Had the prohibition against foreign- 
built ships been dropped in the 1840’s or 1850’s the American 
merchant marine would probably have continued to flourish. To 
be sure, shipbuilding would have languished, but with the later 
development of the American steel industry, would probably in 
time have been restored to health. But at the critical point at 
which technological change outmoded the American shipbuilding 
industry, the political power of the industry and the conservatism 
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of American shipowners, together with a widely distributed and 
intense national pride, combined to prevent adjustment to 
changed conditions through alteration of the registry laws. 

Symbolic of the hopeless fight of the American merchant 
marine against foreign, particularly English, competitors, equipped 
with superior ships, was the struggle between the two subsidized 
passenger lines, the English Cunard and the American Collins, 
which raged in the 1850’s. England backed Cunard with steady 
subsidies. The United States granted subsidies also, but imposed 
on the Collins Company such heavy requirements with regard to 
building specifications that the ferocious rate war between the 
two lines was more or less predetermined in its outcome. The loss 
of two Collins ships with a heavy toll of passenger lives caused the 
withdrawal of the Collins Line from the contest. These disasters 
and their effect on the Collins Company may be compared with 
the effect of the Civil War on the entire American merchant 
marine. ‘The war not only dislocated American trade for the 
duration of the conflict, but also caused a marked reduction in 
the merchant fleet, partly because ships were destroyed by com- 
merce raiders, partly because American owners, to save their ships, 
put them under foreign flags, and were prohibited by a law of 
1866 from returning them to United States registry. In 1860, the 
United States boasted a foreign commerce fleet of 2.5 million 
tons, but in the course of the war about 110,000 tons were 
destroyed by raiders and 750,000 were sold abroad. This first 
decline of the American foreign trade fleet brought tonnage down 
to 1.5 million tons by 1870. 

In contrast to the decline of the foreign commerce fleet, Ameri- 
can coastwise shipping continued prosperous, sheltered by the 
absolute exclusion of foreign ships from the trade. Around 1830 
the coastal fleet surpassed the foreign commerce fleet, and the 
gap between the two, with the exception of the two periods of 
world war, widened as time went on. In 1910 the foreign trade 
fleet was hardly 12 percent of the coastwise fleet. Indeed, the 
destruction which protection of shipbuilding has wrought in the 
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foreign trade fleet would have been fatal to shipbuilding itself, 
had not its other chief market, the coastal trade, continued to 
prosper. This passed the million-ton mark by 1840, and grew 
with reasonable steadiness to over 11 million tons by 1948. 

Yet the shipbuilding industry did collapse in the 1880's, only 
eased somewhat in its fall by the continuing demand for ships for 
the coastwise trade. Metal shipbuilding got under way in this 
country in the 1870’s, its relatively higher cost proving no draw- 
back since owners of coastwise ships did not have to compete with 
foreign ships. Navy orders for steel warships in sizable quantities 
in the 1880's, and the rise of the Great Lakes ore and wheat trades, 
occurring at the same time, offered further opportunities for 
growth. The extension of the coastal trade to include commerce 
with Alaska (1868), Puerto Rico (1898), and Hawaii (1899) saved 
these trade routes for American shipping. But the promise of an 
efficient, though tardily developed steel shipbuilding industry, 
which might in time help the foreign trade fleet re-establish its 
position in the competitive world market, was blighted by the 
fact that by 1900 the steel shipbuilding industry had fallen into 
the clutches of the steel monopolies. So, whereas previously tech- 
nological inefficiency had made it impossible for an American- 
built marine to compete successfully with other fleets, by the turn 
of the century the artificially high costs of monopoly had put an 
additional burden on shipping. 

The long-delayed destruction of the shipbuilders’ monopoly 
occurred only in 1914, when an act was passed providing for the 
registry under the United States flag of any foreign ship for use in 
foreign commerce. But it must be emphasized that it was the 
wartime demand for tonnage, and the necessity of transferring 
belligerents’ ships to a neutral flag to escape submarine attacks, 
that brought about this reform. The first world war accelerated 
a marked shift in position of the main groups concerned with 
our merchant marine, and also caused a definite change in the 
climate of public opinion. At long last, shipbuilders, shipowners 
and operators, and maritime labor overcame their mutual antago- 
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nisms sufficiently to combine in one of the most powerful lobbies 
on the American political scene. Public interest, which had alter- 
nated between complete apathy and ineffective nostalgia for the 
early glories of American shipping, was now focused by the war 
on the crucial importance of a prosperous merchant marine for 
the welfare, if not the very existence, of the nation. The Shipping 
Act of 1916, though primarily a war emergency measure, estab- 
lished the pattern of modern government support of both ship- 
building and shipping. This pattern puts the health of the two 
industries first and the economic operation of the program second. 

The main features of the government aid program are not 
unduly complicated. The program is administered by a central 
agency, first an independent body called the Shipping Board and 
after 1936 the Maritime Commission. In the spring of 1950 it 
became an integral part of the Commerce Department. The chief 
wartime functions of this agency center in providing the country 
with sufficient tonnage, its chief peacetime functions in promoting 
the welfare of shipbuilding and shipping. In both war and peace, 
such factors as economy and efficiency of construction and opera- 
tion are relegated to second place. 

During the two world wars, the government negotiated generous 
construction contracts on a cost-plus basis, stressing speed of pro- 
duction rather than economy. Private managing operators of the 
government-owned fleet were safeguarded against serious loss. At 
the end of each war, the government removed itself as rapidly as 
possible from the field, so far as competition from its large war- 
generated merchant fleet was concerned. In both cases, this fleet 
was quickly liquidated through sale to American firms, through 
sale abroad—though this is discouraged because of its aggravation 
of international competition—through holding ships idle, or 
through scrapping them. 

Further aid to the shipbuilding industry has taken the form of 
construction loans for ships built and registered in the United 
States, while, for the benefit of shipowners, operating subsidies 
have been granted to maintain or extend American trade routes. 





360 SOCIAL RESEARCH 


At first these took the form of mail subsidies, which had been used 
in a haphazard fashion as far back as 1847, but since 1937 direct 
payments have been made on “essential” trade routes, depending 
in size on the differential between cost of operation on a given 
trade route by an American line and by its foreign competitors. 

One aspect of the government’s program has operated to push 
shipping and shipbuilding into the field usually occupied by public 
utilities. Profits in excess of 10 percent are subject to recapture 
in part, and records are open to inspection. Rates are subject to 
review in the manner of public utility rates. Certain types of com- 
petition are forbidden. The last stronghold of independent eco- 
nomic activity, tramp shipping, may in time win government 
support, despite the present resistance of the subsidized lines to 
public aid to tramps. 

Though the Maritime Commission and the Shipping Boards 
which preceded it have shown the best will in the world for sup- 
porting the shipbuilding and shipping industries, there seems to 
be at present no certain prospect that these industries will achieve 
a healthy economic life. At the moment, their representatives are 
predicting a dark future. One cannot but admit that from a 
purely economic viewpoint these two industries are hopelessly 
inefficient. Neither can compete on an even footing with the 
industries of other nations, nor can they furnish us satisfactorily 
with the utility for which they exist, that is, tonnage adequate to 
our needs. Barring the war periods of swollen tonnage, not since 
1860 have our ships carried more than one-third of our imports, or 
as much as 40 percent of our exports. 

No adequate comparison of costs of American and foreign 
registry shipping has been made. Perhaps none may be possible, 
owing to the difficulty of equating different sizes and types of 
ships, powered differently, and built at different times in different 
shipyards. But there is a widespread opinion that the cost of 
American ships, in operation as well as in construction, is higher 
than that of an “average” foreign ship. Labor organization on an 
international scale has cut the cost differential operating against 
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the use of American crews less than was originally anticipated, 
particularly because of the recent development of certain Latin- 
American fleets which maintain lower standards of wages, hours, 
meals, and quarters for crews. Other operating costs, notably 
those attributable to officers’ salaries, remain higher on United 
States ships than on foreign ships. A serious item in total costs 
of shipping is that of overhead, which, based on an originally 
high-priced ship, acts as a permanent damper on the profitability 
of American-built shipping. Nor are higher subsidies a solution, 
for a rise in our subsidies may be offset at a moment’s notice by 
increased subsidies to foreign fleets. 

Prior to the second world war, experts on American merchant 
marine policy were sharply divided in their opinions of how that 
policy should be shaped in the future. One group considered our 
merchant fleet an extension of our navy and, as such, worthy 
of every dollar of public support that could be diverted to it. The 
other held that by their long history of inefficiency both the mer- 
chant marine and the shipbuilding industry had condemned them- 
selves, that for the good of the rest of the economy they should 
be left to their own devices, to die if they could not live. The 
second world war, however, removed to some point in the distant 
future even the possibility of considering this alternative. For our 
own safety we cannot for a moment contemplate the idea of becom- 
ing seriously dependent upon any other nation for our shipping 
needs. 

It may be argued that the merchant marine, and the shipbuild- 
ing industry behind it, together constitute a public utility, like our 
gas and electric companies. Our public utilities survive, and even 
flourish, and could not our merchant fleet do likewise if we exerted 
ourselves to increase its efficiency, modernize it, expand it? Actu- 
ally, however, our merchant marine operates under conditions 
quite unlike those of a typical public utility, for it cannot monopo- 
lize the field of its activity. Short of those places where the con- 
ference system has instituted such monopolistic devices as the 
fixing of rates or the division of traffic, international shipping is 
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one of the most bitterly competitive of industries. It operates 
under conditions such as would obtain if half a dozen telephone 
companies competed with one another within one city. Nothing 
short of a single internationally-owned fleet would give us a public 
utility in shipping similar to those which grow and thrive within 
our economy. 

How, then, may we assess the history of our shipbuilding and 
shipping industries, and their appropriate role in the future 
economic development of the nation? Owing to the extended 
support which shipbuilding received through the registry laws, 
shipping changed from a self-sufficient industry to one which can- 
not exist without continuous public aid. In the process, ship- 
building itself was dragged down to the same level of economic 
helplessness. There seems to be no future for either as a self- 
supporting economic entity. Their appropriate roles appear to be 
those of auxiliaries to our national defense agencies. If this is 
truly the case, it is invalid and pointless to judge them on the basis 
of economic efficiency. Just as the army, navy, and air force render 
economic as well as protective services to our society through 
research, educational programs, and the like, so do the shipping 
industries provide facilities of an immediate economic value in 
the form of transport of our goods in international trade. And in 
the light of their development, it is probably no more reasonable 
to expect our shipping industries to measure up to any purely 
economic yardstick than it is to expect our armed services to do so. 


IV 


A few words concerning the Reconstruction Finance Corporation 
are all that are relevant to the topic of this paper. Instituted essen- 
tially as an emergency measure to bolster certain firms in key 
positions throughout the economy against the worst effects of 
the depression, it has continued to operate, partly through the 
intervention of another emergency, the second world war. Its 
future existence in a society presumably not crisis-ridden has been 
publicly questioned. 
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Leaving aside the matter of the wisdom exercised by the RFC 
in making particular loans, the fact remains that, as an agency for 
implementing government policy toward industrial development, 
it is capable of being helpful, or, at the worst, relatively innocuous. 
An effort has been made in this paper to show that government 
support of shipbuilding has truly warped its development and 
that of our foreign shipping, so that the two industries have passed 
out of the purely economic sphere of human activity. RFC loans, 
so long as they are not concentrated on one industry, are unlikely 
to have this result. 

The policy of the Corporation in the past has been not so much 
to encourage the development of any one industry as to support 
a particular firm briefly, where liquidation of such a firm might 
threaten the stability of an economic or geographical segment of 
the country. Thus it has aided industrial and commercial enter- 
prises, railroads, financial institutions, municipalities and the like, 
and through catastrophe loans has eased the economic results of 
physical property damage. It is the diversified nature of the 
loans, as well as their comparatively small size relative to the total 
capital usually available in any field of the Corporation’s activities, 
which prevent its operations from having a noticeably warping 
effect on any part of the economy. And we may count on the 
vigilance of the private lending agencies, as well as on the com- 
petitions of a large number of firms for the Corporation’s atten- 
tion, to keep it reasonably true to the principles for which it was 
established. 


Vv 


In closing this discussion we may consider briefly whether our 
past experience in government aid to industry may be of future 
assistance in directing government policy toward other segments 
of the economy. The government seems as permanently committed 
to the support of agriculture as it is to the support of shipbuilding 
and shipping. In both cases, support is determined primarily not 
by the value of the economic goods or services produced, but by 
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something we deem more vital, in the one case the requirements 
of national defense, in the other the importance to our society 
as a whole of the welfare of a large body of consumers. The 
government’s commitment to the support of agriculture may, 
however, be met in several ways, and granted sufficient public alert- 
ness, need not result in serious distortion of one portion of the 
economy for the benefit of another. 

Airplane manufacture in the past, like early arms manufacture, 
has lived in large part in government contracts. Because of its 
enormous military importance, however, it may in time follow 
the line of development of shipbuilding and shipping. On the 
other hand, if by product diversification airplane manufacture can 
obtain a wider market, it may achieve an independent life similar 
to that which arms manufacture won in the last half of the 
nineteenth century. Finally, as to the industrial exploitation of 
atomic energy, while we cannot even conjecture the direction of 
its growth, it is to be hoped that this industry may fill a catalytic 
role similar to that of arms manufacture, rather than a problemati- 
cal one like that of the shipping industries. 
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LANGUAGE, LANGUAGE DISTURB- 
ANCES, AND THE TEXTURE OF 
CONSCIOUSNESS 


BY ALFRED SCHUTZ 


I. 1s always a remarkable event in the evolution of scientific 
thought if certain essential ideas developed in one field are 
corroborated by the results of research in quite another discipline, 
especially if the investigations are carried out independently of 
one another, for different purposes, on different levels, and by 
entirely different methods. In such a case, the findings in either 
department of knowledge will interpret the achievements of the 
other. And if the analyses of certain outstanding modern philoso- 
phers relating to the texture of the human mind, especially to 
the origin of abstraction and typification, converge with the out- 
come of neurological and psychopathological studies in the field 
of language disturbance caused by lesions of the brain, the situa- 
tion is one of enormous interest to the social scientist. He may 
rightly expect that such mutual confirmation will shed new light 
upon some of his most vital problems, namely, the relationship 
between human beings and their environment, on the one hand, 
and the function of language, on the other. 

Every contemporary student of problems of language from the 
philosophical, psychological, or even linguistic angle has in one 
way or another become familiar with Professor Kurt Goldstein’s 
life work relating to the study of defective language observed in 
connection with lesions of the brain cortex. He will also know 
the influence of Goldstein’s findings on the philosophy of Ernst 
Cassirer and certain French existentialists. The following pages 
are inspired by Professor Goldstein’s recent book,’ in which he 


1 Kurt Goldstein, Language and Language Disturbances, Aphasic Symptom Com- 
plexes and their Significance for Medicine and Theory of Language (New York 


1948). 
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offers a comprehensive summary of his manifold outstanding 
contributions to this field. Our purpose is threefold: to present 
a part of the theoretical content of Professor Goldstein’s book * 
and especially to analyze his concepts of the concrete and the 
categorial attitudes; to show the convergence of his findings with 
certain basic ideas of several modern philosophers; and, finally, 
to attempt some conclusions relating to the origin of types and 
the function of language. 


Goldstein’s Theory of Language 


Professor Goldstein’s book is designed primarily as a manual for 
clinical purposes, to aid in the examination of patients, in ascer- 
taining the reasons for the disturbances, and in finding the 
appropriate therapeutic measures, consisting especially in sys- 
tematic retraining. But it is not surprising that the author of 
The Organism (New York 1939) attacks the particular clinical 
problem at hand within a broad and well-founded psychological 
and philosophical framework. He has clearly seen that the pro- 
cedure of the usual textbooks, which give ready-made clinical 
pictures of speech disturbances, cannot solve the problem. Start- 
ing from his organismic point of view, according to which patho- 
logical behavior is behavior of functions of parts of the organism 
isolated from the whole, he puts individual symptoms—that is, 
individual modifications of an individual behavior pattern—at 
the center of his interest. His basic question—basic, we believe, 
not only for this concrete research but for all sciences of human 
behavior—is this: Are symptoms, that is, modifications of be- 
havior, the direct expression of a definite disturbance of function, 
or are there other factors involved which at least contribute to 
the production of symptoms? Goldstein proves that the same 
symptom may be produced in totally different ways: some devia- 
tions of behavior may be directly related to the underlying defect, 

2 The clinical sections, especially the careful case reports which fill about half 


the book, can unfortunately not be dealt with in this paper, though they contain 
a wealth of information for everyone concerned with language and speech. 
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while others are the expression of protective mechanisms which 
the organism utilizes against the disastrous effect of the defect. 
Moreover, a performance correct de facto may be attained in a 
quite incorrect (that is, abnormal) way and we may not be able 
to see this in the result. Impairment does not mean simply a 
disturbance of mental capacity in general but involves a disturb- 
ance in a qualitative way, a personality change. It consists mainly 
in an impairment of what Goldstein calls the “abstract attitude.” 

This term and its opposite, the concrete attitude, are of funda- 
mental importance for the author’s theory. In the concrete atti- 
tude we are given over passively and bound to the immediate 
experience of unique objects or situations. Our thinking and 
acting are determined by the immediate claims made by the par- 
ticular aspect of the object or situation to which we have to react 
as it is imposed upon us. But the abstract attitude—also called 
the categorial or conceptual attitude—involves choosing a point 
of view from which we ascertain the situation, taking initiative, 
making a choice, keeping in mind simultaneously various aspects 
of a situation, grasping the essential, thinking the merely possi- 
ble, thinking symbolically, and, in general, detaching the Ego 
from the outer world (p. 6). Goldstein believes that these two 
attitudes can always be distinguished in normal behavior. During 
all activity the concrete attitude is dominant, but abstraction is 
required for beginning an activity and, if the course of action is 
interfered with or disturbed, to correct disturbances and to con- 
tinue properly the activity in question. There are various degrees 
of abstract behavior, the highest being the conscious and volli- 
tional act of directing any performance and of accounting for these 
activities to oneself or to others; a less abstract degree of con- 
ceptual behavior is involved if unaccompanied by awareness of 
one’s own doing. Also, the concrete behavior shows gradation: 
the most concrete way of dealing with situations and things con- 
sists in the grasping of merely one property of the situation, such 
as reacting only to one color or only to the form of an object or 
only to its practical use. Learned activities normally develop au- 
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tomatically, but pathological cases show clearly the dependence 
of such automatism upon the so-called abstract attitude (pp. 7 f£.). 

In view of the importance of the distinction between concrete 
and abstract attitudes, we shall have to examine their legitimacy 
later in our discussion. But these concepts are certainly sufficient 
and useful on the level of Professor Goldstein’s investigation and 
lead him, as will be presently shown, to distinguish also between 
language belonging to the abstract attitude and concrete language. 

Dealing primarily with problems of aphasia, Professor Goldstein 
is more concerned with what modern linguists, following Ferdi- 
nand de Saussure, call “‘speech” than with “language.” He re- 
jects the atomistic concept according to which language is re- 
garded as based on images of words, motor and sensory, which 
are connected in various ways with one another, and with other 
images corresponding to objects, thoughts, and feelings. Accord- 
ing to this theory, speaking and understanding are reproduction 
of these images, and language nothing but a conventional tool 
derived from expressive movements. Disturbances of speech were 
explained by lesion of circumscribed centers of the brain, which 
involves the assumption of separate “centers of conceptualization,” 
“centers of concepts of words,” and the like. This assumption 
found expression in “‘brain maps’ and in the hypothesis that we 
are justified in inferring directly from a correlation between a 
localized defect and a defect in performance a relationship be- 
tween the concerned area and a definite performance correspond- 
ing to the defect. But only defects, not performances, can be 
localized. All localizations of performances remain a theoretical 
interpretation. True, there is a differentiation between the pe- 
riphery of the cortex and its central parts, the latter being, ana- 
tomically at least, relatively independent of the former. Yet this 
fact permits only the conclusion that separate parts contribute dif- 
ferently to the function of the brain, not that separate parts of 
the cortex are related to separate functions. Moreover, the 
“classic” theory of localization is based mainly on the material 
gained from post-mortems. It is very difficult in these circum- 
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stances to evaluate the degree of damage, especially to decide 
whether the preserved tissue was still functioning sufficiently to 
allow for a certain performance or not. The organism may react 
to the functional defect under certain conditions in such a way 
that the symptoms due to the localized defect are hidden. 

Head, Jackson, Pierre Marie, and Goldstein himself have 
demonstrated the untenability of the theory of localization of 
so-called images (a result which, as will be shown, corroborates a 
basic assumption of Bergson’s concept of mind). They gave the 
term “localization” a new meaning. Each performance (accord- 
ing to Goldstein’s findings) is due to the function of the total 
organism in which the brain plays a particular role. In each 
performance the whole cortex is in activity, but the excitation is 
distributed in such a way that to each performance belongs an 
excitement of different structure in the cortex which corresponds 
to the “figure,” while the process in the rest of the nervous system 
corresponds to the “ground’’—both terms to be taken in the mean- 
ing of Gestalt psychology. Amnesic aphasia, for instance, ex- 
plained by the older theory as a dissociation between object and 
word images, thus as a memory defect, turned out to be a conse- 
quence of a change of total personality, namely, an impairment 
of the so-called categorial or abstract attitude. Jackson had already 
stressed that speech does not consist in an unrelated succession of 
words, but in what he called “propositions” and that the value of 
the word can be judged only from its use in a special connection. 
Goldstein enlarges this idea. According to him, language is a 
means for the individual of coming to terms with the outer world 
and of realizing himself, especially of coming to terms with his 
fellows. Our way of speaking becomes understandable only if we 
take into consideration the special relation of the speaking person 
to the environment in the given situation. 

With great care Professor Goldstein distinguishes between 
“inner speech” and external speech performances. Inner speech 
should not be confused with Wilhelm von Humboldt’s concept 
of “inner speech form,” that is, the special way by which people 
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who speak the same language look at the world and express this 
perspective in a specific organization of linguistic forms. Inner 
speech is defined by Professor Goldstein as the totality of processes 
and experiences which occur when we are going to express our 
thoughts in external speech and when we perceive heard sounds 
as language. Inner speech is in close relation to what Goldstein 
calls the nonlanguage mental processes, such as the formation of 
meaningful images, fixed concepts, thoughts, series of such in the 
form of conclusions, and so on. For this reason, inner speech 
finds its expression in the organization of “inner speech form,” in 
the selection of definite word categories by a special language, 
in its syntactical and grammatical structure; it varies in accordance 
with the situation in which it takes place, with the person of the 
listener, and our expectation of his grasping the present situation 
and the means of communication in the same way that we do. At 
the same time, inner speech is related to the instrumentalities of 
speech; but it must be kept in mind that both are not necessarily 
developed equally. 

The insight is especially important for Goldstein’s theory of 
the development of language in infancy. According to him, 
even the first sounds are closely linked to the intimate relation- 
ship between the child and the environment. They are from the 
outset social phenomena, although of a very primitive type. 
There is no separation between the child and the surrounding 
world; his activities (including speech) are embedded in a unitary 
totality of himself and the environment. “If the child is aware 
of his speech at all, this may be experience of motor and sensory 
phenomena belonging to a state of satisfaction in his trend to 
come to terms with the environment.” This theory, closely related 
to certain views of Scheler (to which Professor Goldstein does 
not refer) is not in accord with Piaget’s interpretation of the 
child’s “egocentric speech” (p. 95). Piaget thinks that this first 
speech is not determined by a relation between child and environ- 
ment, that the child thinks and speaks during this stage for him- 
self. ‘This kind of speech is more or less incomprehensible for 
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the adult. Only later on—at about school age—when the social 
contacts of the child develop more and more, does egocentric 
speech decrease and the child’s language become socialized and 
thus understandable. 

Professor Goldstein, endorsing Vigotsky’s criticism of Piaget’s 
theory and basing his conclusion on the general organismic pat- 
tern, according to which it would be very improbable that in 
a most important stage of life the child’s language should have 
no special function in his development, finds another explana- 
tion for the change of language at school age, which he as well 
as Vigotsky recognizes. The language of the child corresponds 
to the primitive way in which he is able to understand the total 
situation, and his inner speech is closely bound to the external 
instrumentalities. Speech in this stage serves the purpose of 
mental orientation, of conscious understanding, of overcoming 
difficulties and obstacles. It takes place, however, under the 
illusion of being understood. If the child cannot experience that 
his speaking is understood, speaking diminishes and vice versa. 
Speech becomes more and more a phenomenon of inner life, and 
with increasing individualization (that is, distinction of the Ego 
and the world) detaches itself more and more from the external 
instrumentalities. Only later is the inner speech of the child trans- 
formed into the inner speech of the adult, which is determined 
by his totally different insight into the situation and changes 
with the latter. Observations of pathological cases show that 
the speech of patients has the character more of communica- 
tion with others than of speaking to oneself. It has lost its 
adequacy to the total situation and is determined more than 
normal speech by the instrumentalities. In normal inner 
speech concepts of letters, words, phrases, are more or less fixed 
wholes, patterns of which we are aware in the framework of 
an inner speech attitude and which we use as wholes in start- 
ing the speaking activity. The word, for instance, is normally 
experienced not as being composed of parts but as a simultaneous 
whole, as a phenomenon of a characteristic structure in which the 
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sounds follow a definite sequence. In pathology, the character 
of simultaneity is lost, the word is dissolved into different parts, 
into letters and syllables; or again, one part experienced before 
as background may gain the character of figure and herewith 
abnormal importance. ‘Thus, for instance, where patients show 
paraphasia (distortion of words or substitution of another word 
for the correct one) in spontaneous speech, repetition, finding 
words or names, they have to react in a definite way directed by 
a definite attitude and voluntary impulse. Yet, concomitantly 
with such reaction processes, others of a more voluntary character 
are going on in the background; they are represented by words 
in the “fringes.” In his distress the patient looks for substitu- 
tions and then the processes in the fringes become more active: 
performances according to these fringes emerge passively and they 
are merely slightly altered by the defect that affects particularly 
the directed performance. This is the explanation of the astonish- 
ing fact that the ‘“‘wrong”’ words are often uttered by patients with 
less paraphasia than the “right’’ ones. 

In line with his general distinction between concrete and 
abstract attitudes, Goldstein distinguishes between concrete and 
abstract language. The former consists of speech automatisms, 
of the instrumentalities of speech (such as sounds, words, series of 
words, sentences), of understanding of language in familiar situa- 
tions, and finally, of emotional utterances. Abstract language 
belongs to the abstract attitude: it is volitional, propositional, 
rational language. Voluntary speech, conversational speech, speak- 
ing of isolated words or of series, repetition, naming of objects, 
reading—all depend in different degrees on the abstract attitude. 
Everyday language is a combination of both types of language. 
In a conversation, first automatisms may occur, then the appear- 
ance of words may be determined by the abstract attitude. The 
individual uses that form of language which permits him best 
to come to terms with the given situation in the effort to realize 
himself, particularly to express what he wants to express at the 


moment. 
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In cases of impairment of abstract language, the patient may 
be able to utter words but unable to use them as symbols. Naming 
an object in the true sense—that is, having the experience of a 
word which “means” this object—and considering the object 
named as representing a category is a performance of abstract 
language; pseudonaming or merely associating a sound complex 
with a concrete individual object is, however, a performance 
pertaining to concrete language. A patient to whom a knife is 
offered together with a pencil may call the knife a “pencil 
sharpener”; when the knife is offered with an apple he may call 
it an “apple parer,” and so on; but the patient is unable to 
find the word “knife” as the symbol for the category of all these 
objects. Professor Goldstein concludes that to have sounds with 
an abstract meaning as symbols for ideas means the same with 
regard to language as the possibility of approaching the world 
in general with the abstract attitude. Of special interest is the 
fact that the so-called “small” words—prepositions, articles, pro- 
nouns, connectives—which occur easily in fluent speech, offer 
particular difficulties in voluntary word-finding. We are not 
dealing here with a primary motor defect but with an effect of 
missing attitude. 

So far, we have discussed only the production of speech, but 
there are also disturbances on the receptive side of language. 
Professor Goldstein’s investigations of these kinds of disturbances 
led him to an excellent analysis of the complicated procedure 
involved in the understanding of the meaning of a word. Speech 
perception and speech understanding normally do not exist 
separately. But in pathological cases, the patient may perceive 
speech sounds as mere noises or differentiate them from other 
noises without recognizing them as speech; even if the patient 
recognizes sounds as language, he may not grasp the words; or 
he may grasp the words but not understand them, or not realize 
that a word presented at one moment is the same one presented 
a short time later; he may understand a word only under certain 
conditions, for example, if he sees the object to which the word 
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belongs or if he is confronted with it among other words or if 
it belongs to the situation in which the patient is and in which 
he has understood certain other words. 

Space does not allow for more examples of the wealth in Pro- 
fessor Goldstein’s book and its importance for the most varied 
investigations. His analysis of disturbances of “intelligence’’ in 
aphasic patients yields remarkable results concerning the inter- 
relationship between concepts and words, between the order of 
thought formation and the syntactical structure of language. In 
these investigations Goldstein always stresses the attitude of the 
speaker to the situation and to the listener, and especially the 
speaker’s assumption that a number of things need not be ex- 
pressed in language because the listener, on the basis of his 
knowledge of these elements belonging to the common situation, 
can be expected to complete correctly in his mind the unuttered 
ideas. 

We must also forgo any discussion of Professor Goldstein’s 
analysis of the processes of reading, writing, calculating, of musi- 
cal performances, of the relationship between gesture and sound 
language, and of the especially interesting relationship between 
thought and speech in polyglot individuals. Instead of dwelling 
upon these topics, it is our intention to show how Professor 
Goldstein’s findings are corroborated by the pertinent thought of 
certain philosophers such as Bergson, Cassirer, Merleau-Ponty, 
and Husserl. This study will serve also to examine Goldstein’s 
basic concepts of the concrete and abstract attitudes. 


Philosophical Interpretations of Language Disturbances 


Henri Bergson. When Bergson first published his book Matiére 
et mémoire (Paris 1897), he selected as the main topic of study the 
relationship between “matter,” defined by him as the sum total 
of the images which surround me, and “perception of matter,” 
defined as those same images referred to the possible action of a 
certain privileged image, namely, my body. Both idealism and 
realism find themselves in difficulties in explaining this rela- 
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tionship. How is it possible that the same images may be simul- 
taneously referred to two different systems: the first being the 
system in which every image changes in itself, and that precisely 
in accordance with the real actions other images exercise upon 
it; the second being the system in which all the other images 
vary in reference to a single privileged one (my body) and do 
this differently in accordance with the manner in which they 
reflect the action of the privileged image. The realist starts from 
a given universe in which there is no center, and he can explain 
perceptions (and consciousness in general) merely as an epiphe- 
nomenon of events occurring within the brain, itself a part of 
matter. The idealist starts from the fact that there are perceptions 
grouped around the privileged image of my own body and that 
they change with modifications within the body. His difficulty 
is to explain the order of nature and he has to invent for this 
purpose some arbitrary hypothesis such as the pre-established 
harmony or the psychophysical parallelism. Both realism and 
idealism start from the erroneous assumption that it is the brain 
(and the central nervous system in general) that “manufactures” 
perceptions. Yet, according to Bergson, the functions of the 
brain consist merely in being a receptacle of stimuli, in building 
up motor performances, and in putting at the disposal of incoming 
stimuli the greatest possible number of motor tools. It is errone- 
ous to imagine the organism as a kind of state within a state, as 
an instrument the purpose of which is first to fabricate percep- 
tions and then to create motor activities. In truth, my nervous 
system is simply interposed as a kind of conductor between those 
objects which affect my body and those upon which I may exercise 
influence, and the main problem consists in explaining how our 
consciousness makes a selection from the universe of possible 
stimuli and possible responses. 

Bergson’s attempt to solve this problem is well known. Our 
mental life shows various degrees of tension which depend upon 
our attention to reality or, as the philosopher prefers to call it, 
our attention to life. What is generally believed to be a dis- 
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turbance of the mental life or a disease of the personality can be 
explained as a relaxation of the tension of the tie that connects the 
psychological life with its concomitant motor activities. The 
central nervous system is the specific organ of the attention to life 
but the brain does not determine thought. The cerebral mecha- 
nism of thought has a mere pantomimic function: it imitates the 
life of thought, it does not create it. 

The preceding paragraphs are only apparently a digression from 
our main topic. The link between Bergson’s theory and the 
problem dealt with by Professor Goldstein seems to be twofold. 
On the one hand, Bergson based his analysis partially upon the 
study of language disturbances and found his assumptions verified 
by the researches of Pierre Marie and his school (the basic paper 
of Pierre Marie was published in 1906), which are also funda- 
mental for Goldstein’s investigations. On the other hand, it 
appears that Bergson’s concepts of the varying degrees of tension 
of consciousness might contribute to a clarification of Goldstein’s 
theory of concrete and abstract attitudes, a theory of particular 
interest to all the social sciences. 

Bergson examines the classic localization theory which was 
dominant when he started his work at the end of the last century. 
He comes to the conclusion that the only mental function which 
could be localized in the brain is that of memory, more precisely, 
the memory of words. He refers to Broca’s discovery that in case 
of certain specific brain lesions the word-memory disappears. 
This fact is interpreted, for the most part, to mean that impres- 
sions of the outer world—in our case, “phonograms’’—subsist 
within certain parts of the brain like grooves on a phonograph 
record. If these anatomical elements are destroyed, the phono- 
grams disappear. Yet if this theory were sound, how could we 
then explain the fact that the same word, articulated by different 
persons or even by the same person in different ways, or used in 
different contexts, is understood as the same word? How is it 
possible on this assumption that in certain cases aphasic persons 
cannot under emotional stress find certain words otherwise avail- 
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able to them? Have we not rather to assume that the brain has 
the function of remembering and not of preserving recollections? 
In case of paraphasia the patient circumscribes the word that he 
cannot find; he does not have the force to “put his finger on it.” 
But does that prove that he has forgotten this word? Is it not a 
better explanation to assume that the patient’s capacity to adjust 
himself to the situation (or as Goldstein would prefer to phrase 
it, to come to terms with his environment) has weakened, a 
capacity which it is the job of the cerebral mechanism to assure? 
Specifically weakened is the faculty to activate the recollection 
by projecting in advance the movements which normally would 
translate the remembered word into the action of speech. This 
explains the fact that the aphasic patient recalls verbs better than 
adjectives, adjectives better than nouns, nouns better than “small 
words.” It explains also the ability of patients, incapable of 
spontaneous speech, to repeat words spoken by others; moreover, 
it explains the occurrence of word-deafness in spite of correct 
sound perception and intact memory for sounds, and also the 
fact that patients suffering from motor aphasia are able to read 
silently with understanding and even to express themselves in 
writing. Bergson hoped that advances in the study of aphasia 
would corroborate his theory, and it seems to the present writer 
that Goldstein’s investigations have fulfilled this hope to a con- 
siderable extent. 

To be sure, Bergson, speaking of images, still uses the traditional 
language of sensualistic psychology. But he bestows upon this 
terminology an entirely new sense and gives it an interpretation 
that sheds a new light on the difference between concrete and 
abstract attitudes. The basic pragmatistic motive of our think- 
ing is our possible or real action in the outer world; mind and- 
body communicate through the medium of the experience of 
time, and the central nervous system regulates our attention to 
life and therewith the tensions of our consciousness. Abstract 
and concrete attitudes, in the sense of Professor Goldstein’s 
interpretation, could be conceived then as two different forms of 
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our attitude to life, two different degrees of tension of our con- 
sciousness, and this would be a perfectly satisfactory explanation 
for the loss of the abstract attitude in the case of brain lesion, 
if the brain were really the specific organ of our attention 4 la vie. 
This, however, is an assumption, which is intimately connected 
with the basic metaphysical position of Bergson’s interpretation 
of durée and space, matter and mind, thought and action. 

Ernst Cassirer. Another very interesting conclusion has been 
drawn from the study of the problem of aphasia and related 
diseases by Ernst Cassirer in the third volume of his Philosophie 
der symbolischen Formen (Berlin 1929). He deals with the 
research of Jackson, Head, Pierre Marie, Gelb and Goldstein, 
and others under the heading, “Pathology of the Symbolic Con- 
sciousness.” Cassirer accepts the fundamental thesis of Wilhelm 
von Humboldt that not only does man use the medium of 
language in his conceptual thinking but also his general world 
experience and the way in which he organizes his perceptions 
are determined or at least codetermined by his language. The 
world of “perceptions” is not a mere sum total of sense data; it 
is organized in a threefold way. First, there are phenomena of a 
central character, called things and qualities; second, there is the 
order of these phenomena in spatial coexistence; and third, in 
their succession in time. The human mind, for the purpose of 
establishing this order, has to interrupt in some way the con- 
tinuous flux of its experienced phenomena and to establish 
“nodes” (ausgezeichnete Punkte) around which the eddies of 
the flux coalesce into dynamic and functional entities. The 
single experience, then, is always “directed” experience, directed 
precisely toward these preorganized centers and participating in 
their total form and in their total movement. Language, as the 
expression of these experiences, shows a structurization of three 
levels, too. It is first mimic expression, imitation of the sensuous 
perception by sound, so characteristic of the language of the 
child and primitive man. The second level is that of analogical 
expression. Here the relationship between sound and designated 
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content is not of a material nature, but that of an analogy of 
formal structure. Only the third level is that of symbolic ex- 
pression proper. 

Cassirer finds this assumption on the general structure of the 
world of perception corroborated by the discoveries in the realm 
of the pathology of language. Aphasic disturbances have to be 
explained as impairments of symbolic formulation and expression 
and they were characterized as such by Henry Head, whereas 
Jackson interpreted them as the loss of power to “‘propositionalize.” 
But if it is true that the structure of our perception itself depends 
upon language, then we must expect that aphasic disturbances 
will never be isolated phenomena, but will be accompanied by a 
change in the patient’s basic attitude to the world. 

This thesis seems to be supported by Goldstein’s findings. Not 
only are aphasia, agnosia, and apraxia closely connected with one 
another, but also in each of these disturbances impairment of the 
so-called categorial attitude can be observed. The concrete situa- 
tion is not conceived by the patient as representing a particular 
case of a “‘species”’: he lives in his instantaneous impressions with- 
out any feeling of their significative functions. Any normal per- 
ception, however, necessarily includes a symbolic element and this 
fact alone makes the symbolic system of language possible. The 
word just makes explicit the representative content implied in 
perception itself. On the basis of this theory any merely indi- 
vidual and singular experience—and sensualism and skepticism 
presuppose every experience to be of this nature—is a patho- 
logical phenomenon; it occurs whenever perception loses its 
hold on the support of language. As Goldstein has observed, 
certain patients become unable to understand analogies and 
metaphors, others lose their bearing in time and space, still 
others are unable to grasp the meaning of numbers or to repeat 
sentences the sense of which is in contradiction to the concrete 
situation. All these forms of disturbances are interpreted by 
Cassirer as an impairment of symbolic behavior. From this 
point of view, symbolic behavior and abstract attitude are one and 
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the same. Cassirer agrees with Gelb and Goldstein that the 
concrete attitude is nearer to life and its practical requirements. 
Any kind of knowledge of the world (and also any attempt to 
act upon it in accordance with preconceived projects) requires 
the establishing of a certain distance between the self and the 
world, a distance of which the animal is not aware because it 
simply lives within its world, without placing itself over against 
it presentationally. 

Maurice Merleau-Ponty. Cassirer’s theory has been criticized 
recently by Maurice Merleau-Ponty in his remarkable book, 
Phénomeénologie de la perception (Paris 1945), which also deals at 
length with the work of Goldstein. According to this author 
(pp. 142 ff.) it is impossible to reduce the distinction between the 
concrete and the abstract attitudes to the distinction between 
physiological and psychological phenomena, between body and 
mind. Any attempt at a physiological explanation must needs 
end in a universal mechanistic physiology, any attempt at a 
psychological explanation in a universal intellectualistic psy- 
chology. The distinction can be maintained only if there are 
for the body several ways of being a body and for the conscious- 
ness several ways of being consciousness. To be sure, the symbolic 
function can be found in all our bodily movements, but it is 
the fallacy of the intellectualistic psychology to detach by way 
of an artificial abstraction this function from the underlying 
substratum in which it materializes itself and to assume an origi- 
nary presence of the world without distance. Taking such an 
assumption as the point of departure means reducing everything 
that separates us from the true world—error, disease, and the like 
—to a mere appearance. Attempting to analyze consciousness 
as separated from being means disregarding the empirical variety 
of consciousness—for example, the diseased consciousness, the 
consciousness of the primitive man, of the child, of the fellow 
man—and reducing all of them to the pure essence of conscious- 


ness as such. 
An analysis of certain of Goldstein’s case studies shows that 
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the patient’s difficulties do not originate in his incapacity to con- 
ceive the concrete fact as a special application of a general prin- 
ciple or to subsume it under categories; on the contrary, the 
patient cannot connect the two without an explicit subsumption. 
According to Merleau-Ponty, the thinking of the normal mind 
does not consist in subsuming experiences under categories. The 
category imposes upon the terms which it unites a significance 
which is exterior to them. This synthesis originates in the vivid 
present, that is, in the prepredicative evidence of the unique 
world to which all our experiences refer. This primordial world 
is structurized by a system of significations, that is, of corre- 
spondences, relations, participations, which the concrete subject 
spreads around himself, living in them and through them and 
using them not by an explicit conceptual procedure but merely 
by his being within the world. From there the higher structuri- 
zations of our conscious life are built up by reactivating our sedi- 
mented experiences and amalgamating them with the actual 
vivid thought. But, whereas the normal mind performs all this 
spontaneously, arranging its perceptual field and its significative 
structure in the vivid process of familiarity and communication 
with the object, the aphasic or apractic patient is incapable of 
doing the same. The world is to him without physiognomical 
aspect; like the scientist he has to start from a hypothesis to be 
verified by supervening experiences. That is why he is incapable 
of finding, as the normal man does, his perceptions imbued with 
linguistic significance. The words uttered by the fellow man 
are to the normal man a transparent envelope of a sense in which 
he could live; to the aphasic patient, however, they are signs 
which he has to decipher piecemeal, one after the other, a mere 
occasion for a methodical interpretation and not a motive for 
grasping the fellow man’s thought. The normal life of con- 
sciousness connects by an “intentional arc” our past, our future, 
our human environment, our physical, ideological, moral situation 
with the vivid present. This intentional arc unifies our senses 
with one another, our senses with our intelligence, our sensibility 
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with our motor mechanism. It makes us aware of the fact that 
all these relations place us in a particular situation. It is the 
unity created by this intentional arc that breaks asunder in 
pathological cases. From this Merleau-Ponty concludes that only 
an existential analysis can overcome the dilemma created by the 
classic theories of empiricism and intellectualism. The further 
development of this theory, however, interesting as it is, has no 
bearing on our topic. 

As we have seen, the difference between the concrete and the 
abstract attitudes is interpreted by Bergson as a different degree 
of the tension of consciousness, of attention to life; by Cassirer 
as the difference between perceptual and symbolic consciousness; 
and by Merleau-Ponty as the difference between the prepredica- 
tive spontaneous evidence of the unique primordial world and 
its breaking asunder into a realm of a perceptual field and a 
realm of significative structure. Merleau-Ponty, in going back 
to the prepredicative experience of the primordial world, bases 
his views upon certain analyses of Edmund Husserl, and we have 
now to show the connection of Professor Goldstein’s concepts with 
certain results of phenomenological analysis. 

Aron Gurwitsch. Professor Gurwitsch has recently dedicated to 
Goldstein an excellent study entitled, ‘““Gelb-Goldstein’s Concept 
of Concrete and Categorial Attitude and the Phenomenology of 
Ideation.” * This paper in which he restricts himself intentionally 
to Goldstein’s study of amnesia of color names examines in a 
careful and lucid analysis Husserl’s concepts of categorial and 
qualitative homogeneity, and shows convincingly that Gelb and 
Goldstein’s findings relating to the behavior of patients suffering 
from aphasic disturbances, especially with respect to color names, 
converge toward recognizing ideation as an act sui generis with 
a specific nature of its own. Both refer to an operation of con- 
sciousness which Gurwitsch calls thematization and which he 
defines as “disengagement and disclosure of factors which, pre- 


8 Philosophy and Phenomenological Research, vol. 10, no. 2 (December 1949) pp- 
172-97. 
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viously to the operation in question, are present to consciousness 
in a rather implicit form” (p. 188). Perception experienced in 
the concrete attitude appears in itself as integrable into a wider 
perspective, and the perspective referred to is the possibility of the 
categorial attitude, thus somehow preannounced and anticipated 
in the very perception experienced in the concrete attitude. The 
normal person, by adopting the categorial attitude, imposes upon 
the perceptual field an organizational form which that field does 
not possess in its own right, an organizational form determined 
by the point of vantage the subject chooses to take. In the per- 
ception of the normal person there is a cértain readiness to receive 
forms of organization imposed from without, a certain ambiguity 
and plasticity. But things perceived by the aphasic patient are to 
him mere actual data and facts of a rather rigid character. To be 
sure, the normal person, too, perceives actual data and facts, 
but in addition to their actuality these data and facts are con- 
ceived as potential examples or exemplars of a broader context, 
as potentially referring to a nonperceptual order and to possi- 
bilities beyond the actual experience—in short, as varieties of an 
invariant. It is the disengagement, disclosure, explicit appre- 
hension, in a word, the thematization of the invariant eidos, 
which is called ideation. Husserl analyzed its phenomenological 
structure in his famous investigations on the eidetic reduction and 
the process of “free variation,” presented by Gurwitsch in excel- 
lent and clear condensation. Gurwitsch arrives at the interpreta- 
tion that Goldstein’s patients with brain injuries are incapable of 
performing any operation of ideation because, overwhelmed by 
the actuality of factual experience, they are unable to conceive of 
possibilities, that is incapable of imaginational operations, proc- 
esses, and transformations. 

Professor Gurwitsch’s analysis is not only clear and revealing; 
it is also an important contribution to both Goldstein’s concept 
of concrete and categorial attitudes and Husserl’s theory of idea- 
tion. Yet it may be permissible to question whether the origin 
of the difference between the two attitudes, called (and perhaps 
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misnamed) by Goldstein the concrete and the categorial, should be 
looked for on the highly complex level of ideation or in the 
prepredicative sphere. Moreover, it has to be investigated 
whether there are indeed two attitudes in question and, if so, 
what the term “attitude” in such a context might possibly mean. 
Granted that, as Gurwitsch says, Goldstein’s patients are incapable 
of conceiving of possibilities because they are overwhelmed by the 
actuality of factual experiences. How comes it about that such 
actual experiences overwhelm them? And even if Gurwitsch’s 
explanation of the distinction between concrete and categorial 
attitudes is applicable to the behavior of certain patients described 
in Goldstein’s earlier writings, can it be applied in the same way to 
the problem of concrete and abstract language? 

The following remarks will attempt to show that Goldstein's 
findings converge with another result of Husserl’s phenomenologi- 
cal analysis, to which Merleau-Ponty also seems to refer—namely, 
to his description of the prepredicative prit:ordial world. It 
might be advisable to start with a very condensed and necessarily 
imprecise presentation of Husserl’s pertinent views, propounded 
especially in his book, Experience and Judgment (Prague 1939). 

Edmund Husserl. Husserl’s main problem in the book cited is 
the phenomenological description of our experience of the world 
within which we live and which is pregiven to us in the form 
of a passive belief in its existence. In order to penetrate to the 
evidence of our first experience of this pregiven primordial 
world of our life (the Lebenswelt) we have to go back to the 
perceptual field given to us at any moment, a perceptual field 
which is structurized in manifold respects, having its thematic 
kernel and its outer and inner horizon, but which is not experi- 
enced as the explicit substratum of logical judgments and not 
yet split into logical subjects and predicates. In order to reveal 
this primordial field of our experience we have, therefore, to 
eliminate all kinds of idealization and generalization involved in 
our logical activities. This attempt has of course its limits, for 
instance, the very fact that even the substrata of our primordial 











he 
ch 
1’s 
ial 
ed 


1S 


a 











LANGUAGE DISTURBANCES 385 


experience can be referred to only by their names and that every 
name involves a kind of idealization and also refers to a linguistic 
community. To be sure, even the substrata of my primordial 
experience have meaning not only for me but also for my fellow 
men with whom I am interconnected by community of space and 
time. Nevertheless, we have to conduct our first investigations 
as if my experiences of my primordial world were exclusively my 
private experience. 

Let us consider first a field of sensuous perception as it is given 
to us at any moment of an immanent present. The visual field 
for instance is as such homogeneous, but within the field certain 
data ‘‘stand out.’”’ By an interplay of passive synthesis (of associa- 
tion) they refer to other data not actually present, but which 
have been previously present, as being similar with them or as 
contrasting with them. They “stand out’ as such within the 
homogeneous field, they “strike me” as thus outstanding and this 
means: they exercise an affective tendency upon the Ego, they 
impose themselves upon my attention, they interest me. Passive 
attention and passive interest are, according to Husserl, nothing 
else but the turning of the Ego toward the intentional object. 
Being passive, this interest is not a particular voluntary act; on 
the contrary, every voluntary act, every purpose and intention is 
based upon this turning of the Ego to the object of its interest. 
Yet to say that the Ego turns to the interesting object is just 
an abbreviation for the very complicated process involved. ‘The 
interesting object wakens expectations, both actual and potential. 
The awakened interest demands to be satisfied and this means 
that by proceeding from perceptual phase to perceptual phase, the 
empty expectations will have to be fulfilled, that is, by a process 
within the prepredicative sphere which corresponds on a higher 
level to the process of making explicit the hidden implications 
by a series of judgments. ‘These expectations and their fulfill- 
ments refer in turn to previous perceptual experiences, retained 
or recollected. No object is perceived as an insulated object; it is 
from the outset perceived as ‘“‘an object within its horizon,” a 
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horizon of typical familiarity and preacquaintanceship. (Even 
the novel experience refers to this horizon of preacquaintance- 
ship over against which it stands out as being a novel experience.) 
But this horizon is continuously in flux: with each new step, 
that which has been anticipated in a typical way becomes more 
precisely determined. Thus the stock of pre-experienced material 
becomes a habitual possession; it is always at hand, ready to 
waken other actual associations. Every interest leads to an 
appropriation, to a retaining of the interesting object. Yet this 
appropriation takes place not by acts of logical judgment but 
according to a certain typicalness of the appropriated object, by 
reason of which it is experienced as being in relation (of over- 
lapping, of superimposition and concealment, of similarity and 
dissimilarity, and so on) with other objects of the same familiar 
type, and by reason of which all anticipations adhering to this 
typical experience come to have a typical character too. With 
many modifications which cannot be enumerated here, the same 
principles prevail with respect to the relations which we experi- 
ence among several objects. 

This is very roughly the function of interest for the constitu- 
tion of typical objects and typical relations in the prepredicative 
sphere. The categorial knowledge, the act of predicative judg- 
ing belongs to a higher level, that of the spontaneous activity of 
the Ego. This level is characterized by the fact that the particular 
interest belonging to it is not an interest directed toward per- 
ception (as in the prepredicative sphere) but one directed toward 
knowledge. Knowledge is a form of spontaneous activity with the 
purpose not of producing objects (which would be the goal of 
all outer activities gearing into the world) but of becoming 
better and better acquainted with a pregiven object. Whereas 
the first level is characterized by receptive experience, the second 
is characterized by predicative spontaneity. Every form of pred- 
icative thinking implies generality. On the prepredicative level 
every object is given to the passive receptivity as an object of a 
somewhat foreknown type. Now the substratum to be made 
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explicit turns, by the spontaneous activity of our conceptual 
thinking, into a subject, and its implications are transformed into 
its predicates. What was before just grasped passively in the 
open horizon becomes now the topic (‘‘theme’’), which is determi- 
nable under the idealization of ‘“‘and so on.’”’ Under this term it 
has to be understood that any judgment is of the form: “‘S is p 
and so on” (that is, “S is among other things p’), “S is q and so 
on.” Predication, briefly, consists in the thematization of the 
horizon of undetermined determinability. 

But this mechanism describes merely judgment relating to 
individual substrata. The judged state of affairs has still not 
been brought within the framework of general concepts. This 
performance requires the transition to a third level. It is the 
level of abstractive separation leading to conceptual generaliza- 
tions. To be sure, in a certain sense generalization starts even 
at the first level, that of receptivity, since every object of such 
receptivity is from the outset an object of a somehow foreknown 
type. And there is also on the second level a general form con- 
tained in any form of predicative judgment. To determine the 
subject S as being of such and such a nature—for instance, predi- 
cating of this concrete perceptual object its being red—refers to 
a general concept (in this case, “redness in general’), although 
this reference itself has not become thematic. On the second 
level, that of mere referring and determining predication, the 
reference to the general is only implicitly contained. Conceptual 
thinking proper—the third level—is distinguished from the second 
by the thematization of the relationship to the general: this is 
one red object (among many other red objects, one of the 
possible actualizations of Redness as such, of the eidos “‘red’’). 
But the universal “Redness” is a result of a peculiar spontaneous 
production. On the second level we have a series of judgments 
predicating of each substratum and individual feature: S’ is p’, 
S” is p”, and so on. The generality, the unity of the species, is 
grasped only in judgments, by which we predicate the one and 
same p (without any prime) to all the subjects S’, S$”, and so on. 
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Such new, spontaneously produced objectivities can enter into 
judgments as general cores. S’ is red, S” is red, S” is red, is 
then transformed into the proposition: Redness (now main 
substratum, having become the new logical subject in the new 
synthetic form) inheres in S’, S”, and S”. There are degrees of 
generalities: empirical generalities and those of a higher level 
of abstraction. It is the former, the empirical ones, which interest 
us in connection with our present investigation. 

In his aforementioned article, Professor Gurwitsch has explained 
the ideational process of free variation and eidetic reduction 
occurring on the third level. But it seems that Husserl considers 
the eidetic method merely a special case of the problem of gen- 
eralization. This method aims at the constitution of what he 
calls “pure concepts of generality,’ which are a priori in the 
sense that they are independent of the contingencies of the factual 
object that serves as the starting point of the process of generaliza- 
tion, and also of the contingencies of the empirical horizon this 
factual object carries along with it. “Empirical general concepts,” 
however, are not formed by eidetical method but are guided by 
the types passively constituted on the first prepredicative level. 
Obviously, it is these empirical general concepts which are at the 
core of Goldstein’s distinction between the concrete and cate- 
gorial attitude, and it is therefore indispensable to explain in 
more detail the process by which, according to Husserl, the 
passively preconstituted types lead to the formation of these 
concepts. 

The factual world of our experience, as has been explained 
before, is experienced from the outset as a typical one. Objects 
are experienced as trees, animals, and the like, and more specifi- 
cally as oaks, firs, maples, or rattlesnakes, sparrows, dogs. This 
table I am now perceiving is characterized as something recog- 
nized, as something foreknown and, nevertheless, novel. What 
is newly experienced is already known in the sense that it recalls 
similar or equal things formerly perceived. But what has been 
grasped once in its typicality carries with it a horizon of possible 
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experience with corresponding references to familiarity, that 
is, a series of typical characteristics still not actually experienced 
but expected to be potentially experienced. If we see a dog, that 
is, if we recognize an object as being an animal and more pre- 
cisely as a dog, we anticipate a certain behavior on the part of 
this dog, a typical (not individual) way of eating, of running, of 
playing, of jumping, and so on. Actually we do not see his 
teeth, but having experienced before what a dog’s teeth typically 
look like, we may expect that the teeth of the dog before us will 
show the same typical features though with individual modifica- 
tions. In other words, what has been experienced in the actual 
perception of one object is apperceptively transferred to any 
other similar object, perceived merely as to its type. Actual ex- 
perience will or will not confirm our anticipation of the typical 
conformity of these other objects. If confirmed, the content of the 
anticipated type will be enlarged; at the same time, the type will 
be split up into subtypes. On the other hand, the concrete real 
object will prove to have its individual characteristics which, 
nevertheless, have a form of typicality. Now, and this seems to be 
of special importance, we may take the typically apperceived 
object as an example of a general type and allow ourselves to be 
led to the general concept of the type, but we do not need by 
any means to think of the concrete dog thematically as an exem- 
plar of the general concept “dog.” “In general,” this dog here 
is a dog like any other dog and will show all the characteristics 
which the type “dog,” according to our previous experience, 
implies; nevertheless, this known type carries along a horizon of 
still unknown typical characteristics pertaining not only to this 
or that individual dog but to dogs in general. Every empirical 
idea of the general has the character of an open concept to be 
rectified or corroborated by supervening experience. 

This holds good for both the prescientific natural apperceptions 
of daily life and the concepts of the empirical sciences. ‘The 
latter are distinguished from the former by the fact that they use 
types determined by a limited number of well-defined character- 
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istics. There is a very good chance that these scientific concepts 
will carry along an open horizon of typical content which is 
codetermined by these characteristics and which, although yet 
undisclosed, can be revealed by further research. Types of this 
kind are called by Husserl “essential types” (wesentliche Typen). 
Nonscientific empirical concepts as used in daily life are, how- 
ever, not limited as to the number of their characteristics. Their 
formation is frequently guided by a typification which separates 
and distinguishes objects in accordance with characteristics which 
these objects have only seemingly in common with other objects 
—for example, conceiving of the whale as a fish because of his 
bodily shape and the fact that he lives in water. Types of this 
kind are called by Husserl nonessential types (ausserwesentliche 
Typen). They do not carry along an infinite open horizon of 
typical material, and any expectation that they may be helpful 
in the further progress of searching for such material will finally 
be disappointed. So much for Husserl. 


Relevance and Typification 


If we seek to find a convergence between Goldstein’s findings and 
the results of phenomenological analysis, we do not need to turn, 
as Gurwitsch did, to the highly complicated level of ideation, but 
to the constitution of empirical general types in the prepredica- 
tive sphere. The view of Merleau-Ponty seems to corroborate 
this statement. And among the empirical general types, we do 
not have to use, for the explanation of pathological behavior, 
the essential types of the empirical sciences but the prescientific 
nonessential types so characteristic of our thinking in daily life. 
The thesis we wish to submit is that the selection of these non- 
essential types by the person with a brain injury is performed 
according to a principle other than that used by the normal 
person. But what are the principles governing such a selection? 
What brings it about that among all the objects within my per- 
ceptual field at any given moment this particular object, and 
among the manifold characteristics of this object this particular 
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characteristic, appeal to me as being typical? Husserl answers, 
as we have seen, that it is our passive interest that makes me turn 
toward the object, the interesting object wakening expectations 
of a particular kind. This is certainly correct, but the term 
“interest” is simply the heading for a series of complicated prob- 
lems, which for the sake of convenience shall be called the 
problem of relevance. We turn our interest to those experiences 
which for one reason or another seem to us to be relevant to 
the sum total of our situation as experienced by us in any given 
present. Of course, such a present is a specious present, encom- 
passing parts of my past and of my future, and my situation 
includes, as Merleau-Ponty has correctly seen, not only my physi- 
cal but also my human environment, my ideological and moral 
position. The system of relevance determines not only what 
belongs to the situation with which, in Goldstein’s language, the 
individual has to come to terms, but also what has to be made a 
substratum of the generalizing typification, what traits have to 
be selected as characteristically typical, and how far we have to 
plunge into the open, still undisclosed horizon of typicality. If 
this interpretation is correct, then we may say that Goldstein’s 
patients use a system of relevance other than that of the normal 
person. Then we must not call one attitude the concrete, the 
other the abstract. We must not speak of two attitudes, because 
there is no attitude at all involved, except in the metaphorical 
sense. We have simply in both cases different systems of rele- 
vances, which govern the process of typification and generaliza- 
tion. How can we characterize these differences? It seems to 
us that here Bergson’s aforementioned theory gives us valuable 


help. 

The normal person is fully awake and this means fully attentive 
to life. His system of relevance is determined by the practical 
task before him. He pulls, so to speak, into his specious present 
the open possibilities of his typical expectations of typical events 
and occurrences, which though hidden in the open horizon, will, 
so he believes, materialize in conformity with his anticipation. 
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And this belief, in turn, is founded on his preknowledge of typical 
occurrences and events in the past which have proved to be 
relevant in a similar way in similar situations. The relevance 
system of the person with a brain lesion is entirely different. 
His attention a la vie has diminished, the tension of his conscious- 
ness is relaxed, his specious present becomes more and more nar- 
rowed to the actual instant, and only what is within his actual 
reach determines the characteristics of the types which he can 
use for recognizing concrete objects and subsuming the novel. 
This small world then constitutes the environment with which 
the patient “‘has to come to terms’’—terms, of course, of his own 
definition. That his world gets so narrow is due to the fact that 
the context of the present with the past has weakened, and the 
possible anticipations of the future are restricted to the imminent 
occurrence. Husserl has distinguished in his analysis of our sense 
of inner time with regard to our consciousness of the past between 
retention of the experiences just passed, on which I still have a 
hold, and reproduction of more remote events and correspondingly 
with regard to the future, between protentions and anticipations. 
We may use this terminology in saying that in extreme cases the 
specious present of Goldstein’s patients includes merely actual 
experiences, retentions and protentions, but not reproductions and 
anticipations. In other words, the disturbance of their relevance 
system seems to be referred to a disturbance of their sense of inner 
time. This might corroborate one of the fundamental hypoth- 
eses of Bergson’s philosophy, namely, that the brain and the 
central nervous system is the organ which regulates our attention 
to life. 

But there is another point of view from which the aforemen- 
tioned thesis, which refers the distinction between concrete and 
categorial attitudes to a difference of the underlying system of 
relevances, gains some weight. Let us not forget that Professor 
Goldstein’s study is a study of language disturbances. Language 
as used in daily life, however, is primarily a language of named 
things and events. Now any name includes a typification and is, 
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in Husserl’s sense, a nonessential empirical generalization. We 
may interpret the prescientific human language as a treasure house 
of preconstituted types and characteristics, each of them carrying 
along an open horizon of unexplored typical contents. By naming 
an experienced object, we are relating it by its typicality to pre- 
experienced things of similar typical structure, and we accept 
its open horizon referring to future experiences of the same type, 
which are therefore capable of being given the same name. To 
find a thing or event relevant enough to bestow a separate name 
upon it is again the outcome of the prevailing system of relevance. 
Here is an animal and this animal is a dog, but a dog of a 
particular kind which is unknown to me. I am, if sufficiently 
interested in this object, not satisfied with subsuming it under 
the name of “dog.” The characteristics which it has in common 
with all other dogs are precisely those which are irrelevant to 
me; relevant, however, are those which lead to the building of 
a new subtype. I ask: What kind of dog is this? And my 
curiosity is satisfied if I learn that it is an Irish setter. At the 
same time, recognizing the animal as a dog, it is normally not 
relevant to me to continue the generalization: A dog is a mam- 
mal, an animal, a living thing, an object of the outer world, and 
so on. It is always the system of relevance that chooses from the 
vocabulary of my vernacular (and also from its syntactical struc- 
ture) the relevant term, and that term is the typical pre-experi- 
enced generalization interesting me (or my interlocutor) in the 
present situation. 

The situation of the aphasic patient seems not to require the 
continuation of typifying generalization beyond that which is 
immediately given and therefore relevant to him. There is no 
incentive for him to give the “pencil sharpener” and the “apple 
parer” the common name of knife, just as for the normal person 
there is—except in particular circumstances—no incentive to™ 
call the Irish setter an object of the outer world. On the other 
hand, it may be that the patient cannot find certain names because 
these names have lost for him any typicality: they do not carry 
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along open horizons; their horizon is closed, has shrunk to the 
individual concrete experience in the now irrelevant past to 
which it adhered. Names are no longer essential types: all have 
turned into nonessential ones, that is, types without infinite 
horizons. This explanation seems to correspond not only to 
Bergson’s theory, but also to Cassirer’s explanation of aphasic 
disturbances as an impairment of symbolic behavior. And it 
appears that this hypothesis converges with several of Goldstein’s 
findings: his theory of concrete and abstract language, his char- 
acterization of “inner speech,” his interpretation of the child’s 
language, of paraphasia, of naming and pseudonaming. 

The preceding remarks are despite their length merely frag- 
mentary. They have fulfilled their purpose if they have shown 
the importance of Professor Goldstein’s work for the clarification 
of certain fundamental problems of philosophy. To the social 
scientist, however, the findings of Goldstein and thé philosophical 
questions implied therein are of vital concern. All social sciences 
have to deal in a still unclarified way with concepts such as situa- 
tion and attitudes, typification and systems of relevance, symbols 
and communication, speech production and speech understand- 
ing. It would seem that especially Husserl’s theory of typifica- 
tion in the prepredicative sphere might be a useful starting point 
for further investigation of these questions. 
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PERLOFF, HARVEY S. Puerto Rico’s Economic Future: A Study 
in Planned Development. Chicago: University of Chicago Press. 
1949. xvil & 435 pp. $4.75. 

As a study of the economy of a semicolonial country Dr. Perloff’s 
book is a model. The author is interested primarily in the future of 
Puerto Rico, but he gives an adequate, if brief, account of Puerto 
Rico’s past, and a complete and authoritative analysis of the island’s 
present position. One seldom encounters a comprehensive study so 
nearly flawless. Dr. Perloff loves statistics, and uses them so effectively 
that one must pardon him if on rare occasions he lets them go to seed. 

Although Puerto Rico is our chief remaining colonial problem, 
this study will interest the general reader mainly by the light it throws 
on the problems of Point Four and the half of mankind now develop- 
ing as a battlefield of the two current ideologies, the free enterprise 
ideology of America and the communist ideology of Russia. ‘True, 
Puerto Rico is not a pure laboratory specimen of the vast backward 
areas of the world. In fifty years under the United States the income 
of the island has been greatly increased by the development of the 
sugar industry and wages have been raised, partly by the demand of 
that industry for labor, partly by gifts from the United States Treasury 
in the shape of war projects, and development and relief grants, and 
by the application of the national minimum wage laws. But the sugar 
industry and other American investments may be likened to geologic 
intrusions breaking through and disturbing locally old weathered 
strata. The main body of Puerto Rican economic life has maintained 
its backward-region integrity. ‘The economic system is closely analo- 
gous to that of Latin America, Africa, and Asia. 

There is the familiar division between classes: the rich, living in 
cultivated splendor; a strident middle class, scorning business, but 
ambitious for political position and public plunder; a lower class of 
occupiers of meager plots of ground, landless laborers, sweated indus- 
trial workers, and teeming small merchants whose only resource for 
living is extortion. 

Under the American occupation, to be sure, the lower class has 
been given the boon of literacy. In 189g only 20 percent of the popu- 
lation ten years and over could read or write. Today 70 percent are 
literate. It is not clear that the advancing literacy has advanced the 
efficiency or deepened the contentment of the masses. But certainly 
the acquisition of literacy made possible the rise to power of Luis 
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Mufioz Marin, the present governor, the ablest and most energetic 
democratic statesman in all Latin America. Under Mujfioz, education 
is steadily extending and gaining enrichment through manual and 
vocational training. 

In the private economy—that is, with public employment excluded— 
the share of employees in the national dividend has varied in the 
period 1940-46 from 38.9 percent to 46 percent. Or to approach the 
problem from another angle, 67 percent of the families receive go 
percent of the national income. 

As in the whole Point Four world, the maldistribution of income, 
which in dynamic capitalistic regions serves as a potent source of 
new capital, serves in Puerto Rico only for luxurious and cultivated 
living. Some savings there are, of course, and some dissaving. Any 
excess of savings is likely to go into the purchase of landed estate, or 
into commerce. New industry must be financed from outside, or by 
the state. And as we see in the sugar industry, outside financing 
produces no chain reaction of enterprise internally—something the 
engineers of Point Four need to bear in mind. 

But maldistribution of income is not the gravest feature of the 
Puerto Rico situation. If all income were divided equally, the per 
capita share would be only 173 dollars in 1940 prices. The island is 
poor and overpopulated. Its only resources are labor, ill trained, too 
ill fed for efficiency, and agricultural land, so limited in extent that 
there are only two-fifths of an acre of tillable land per capita. 

The dominant problem is population. As in all Point Four areas, 
Puerto Ricans mate early and multiply without restraint. Under the 
Spaniards the death rate corrected the excesses. Since the American 
occupation, population has grown apace. There has been no abate- 
ment in the birth rate; and the death rate has steadily declined. 
Today the rate of natural increase in Puerto Rico exceeds that of any 
other region in the whole world. 

In his program for the future Dr. Perloff gives the key position to 
population. Some relief may be had through emigration; but 30,000 
would have to emigrate every year to keep the population fairly 
stationary, and even larger numbers as public health measures extend 
the length of life. No country except Ireland for brief periods has 
ever succeeded in keeping population stationary through emigration 
alone. As for the decline in births that results from a rising standard 
of living, Dr. Perloff points out that this force is very slow in its 
operation. In European countries the lag between rising wages and 
a reduction in the birth rate has ranged from one hundred to two 
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hundred years. Obviously with population already more than the 
island can support decently, it is not possible to wait two hundred, 
or even one hundred, years for a solution. Birth control as a positive 
official policy is imperatively indicated. 

Granting that it is possible to stem the population flood, Dr. Perloff 
sees many possibilities of improving the economic position of Puerto 
Rico. The Puerto Rican farmer works his little plot industriously, 
but his methods and his equipment are poor. His plant varieties are 
mediocre; he has no money for fertilizers. Fruit and vegetables could 
be grown profitably for the American market; but this would require 
larger land units, best operated under a profit-sharing plan. Some- 
thing similar could no doubt be done to develop fisheries. Industries 
requiring much hand labor could be developed, in spite of lack of 
native materials and fuel, once the natural bent toward manual skill 
of the Puerto Rican laborer is supplemented by adequate training. 

The position of Puerto Rico is difficult but no longer hopeless. For 
we have abandoned the plan of governing the island through amiable 
satraps, led around by a charming local elite. Puerto Rico governs 
itself today. It is under the control of a party that faces the future 
bravely and realistically. Politics is fickle; but there is little chance 
of a swing back to the laissez-faire elite. If there is a swing in any 
new direction it is more likely to be toward the left, as in all the 
Point Four areas where we fail to awaken true private enterprise. 

ALVIN JOHNSON 


LEPAWSKY, ALBERT. State Planning and Economic Development 
in the South. [Report No. 4 of the National Planning Association 
Committee of the South.] Kingsport, Tenn.: National Planning 
Association. 1949. xvi&193 pp. $3. 


The National Planning Association Committee of the South has 
set for itself the goal of assisting that section of the country to develop 
its natural resources, its markets, and its manpower, not only because 
the people of the South must be brought to higher living standards, 
but also in recognition of the fact that “the nation cannot attain 
its goals of continuing high-level employment and production with 
rising standards of living” unless southern reservoirs of natural 
resources, manpower, and markets are tapped. It is only natural 
therefore that the first studies of the Committee should be concerned 
with the problem of industrialization, specifically that of attracting 
new industry. Report No. 4 is the first to raise the broader question, 
“To what purpose?” 
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It is true that the question arises only incidentally out of a detailed 
description of the extent and variety of governmental planning and 
developmental activities in many fields, of which economic develop- 
ment is only one. Yet Mr. Lepawsky’s study shows that the very 
emphasis which many southern state governments have placed on 
industrial promotion indicates that they see in this activity a solution 
to the entire problem. 

Industrialization in itself is no answer to the problem of higher 
living standards. The kinds of industries, their wages, and the com- 
munities they develop are of greater significance. It could be argued, 
I think, that the development of the southern textile, tobacco, and 
furniture industries in the pre-New Deal period contributed to the 
degradation of a large part of the population, because industrializa- 
tion became an end in itself and not a means of promoting the general 
welfare. Great gifts to charitable and educational foundations could 
not hide the living conditions of the bulk of the South’s factory 
workers. Only after the progressive forces of the New Deal, aided by 
war labor shortages, had forced sharp wage increases did southern 
workers begin to share in the benefits of mass production. 

Intelligent action by the agencies described in this report will be 
needed if the South is not to revert to its pre-New Deal status as the 
haven of the runaway shop, the low-wage industry seeking competi- 
tive advantage in wages, in tax avoidance, in government subsidy. 
Unions and other progressive forces in the area will fight this trend, 
but governmental recognition of the problem is needed. 

It is disheartening, therefore, to have Mr. Lepawsky confirm one’s 
fears that most southern states are interested in attracting industry, 
almost any industry, and almost on the industry’s own terms. This 
attitude is best reflected in an advertisement found in the labor section 
of Business Week for December 10, 1949: 

“Industries thrive in South Carolina. Financial statements of firms 
of all sizes and in many fields prove it. Mostly, as with all else, it’s 
a matter of people. South Carolinians are 99.7% native born. They 
have that good old American idea that personal effort is the one 
dependable assurance of personal prosperity and security. They 
recognize the primary position of Capital. They respect competent 
Management. ‘They practice Co-operation, which, to them, means 
working together for the common good.” 

It is reflected again by those who today in North Carolina are 
arguing that the state should pay less attention to the financing of 
education and social services, since additional taxes may drive indus- 
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try from that state to states with less concern for the education and 
social well-being of its citizens. 

Mr. Lepawsky does not put the problem quite so bluntly. In his 
more professional terms it becomes a need for balancing the “develop- 
mental” activities of the state bodies with those devoted to “planning.” 
And he is able to find statements by the Tennessee Commission point- 
ing out that many communities seeking industry “are lacking in 
sewage and water systems, adequate housing and schools, recreational 
facilities and other civic necessities and conveniences that progressive 
management considers in making a location.” 

This Tennessee statement, however, stands out as an exception, 
and contrasts sharply with the more usual point of view, expressed in 
a quotation justifying the promotional activities of South Carolina. 
The promotion of industry, according to Professor Christian L. 
Larsen, of the University of South Carolina, “makes possible a higher 
standard of living. From that there automatically results better 
health, greater security, and the various other things that the govern- 
ment ought to promote.” The residents of South Carolina’s textile 
mill villages might have a different perspective on this question. They 
have had to fight bitterly for these “automatic benefits.” 

It may be that the composition of state planning boards, with “a 
relative dearth of representatives from the liberal professions, prac- 
tically no representatives from labor, and few women,” is an indica- 
tion of their purpose and bias. Mr. Lepawsky suggests that the official 
state agencies might learn from the unofficial Committee for Kentucky, 
which contains wide representation from all elements, and includes a 
Negro. It is more likely that the controllers of political power would 
not emulate a group that stresses education and social services. 

There is a wealth of detail about every aspect of southern state 
and regional planning activity in Mr. Lepawsky’s study. A layman 
would have found it more instructive if the description had been 
related to the economic and social facts of the area. We learn what 
the agencies are doing about educational planning, and their rela- 
tions with state education administration, but little of the problems 
which must be solved. It is to be hoped that this material is being 
developed in other NPA studies, and that all the data will be brought 
together in a fashion that will attract not only the specialist, but also 
the general public, which will, in the long run, determine the 


direction of future action. 
LAWRENCE ROGIN 


Textile Workers Union of America 











NOTES ON THE CONTRIBUTORS 


Epuarp HEIMANN is Professor of economics in the Graduate Faculty of the New 
School for Social Research. 

H. M. KALLEN is Professor of philosophy in the Graduate Faculty of the New School 
for Social Research. 

Lioyp Ropwin, Assistant Professor of land economics in the Department of City and 
Regional Planning at Massachusetts Institute of Technology, is the author of a num- 
ber of articles on housing and urban development. 

RICHARD SCHULLER is Visiting Professor of economics in the Graduate Faculty of the 
New School for Social Research. 

L. C. Hit, Lecturer in charge of public administration at University College, Exeter, 
Devonshire, England, served for many years as general secretary of the National 
Association of Local Government Officers, and has contributed articles on local 
government to a large number of periodicals. 

Fe.icia J. Deyrup is Assistant Professor in economics in the Graduate Faculty of the 
New School for Social Research. 

ALFRED SCHUTz is Visiting Professor of sociology, philosophy, and social psychology in 
the Graduate Faculty of the New School for Social Research. 





AMERICAN ECONOMIC REVIEW 


CONTENTS, SEPTEMBER 1950, VOLUME 40 


‘THE PROBLEM OF ECONOMIC INSTABILITY, A COMMITTEE REPORT 


THE SUPPLY FUNCTION FOR AGRICULTURAL PRODUCTS............ D. G. Johnson 


Ta-Chung Liu and 
Ching-Gwan Chang 


CONSUMPTION AND INVESTMENT PROPENSITIES.........--e005 


PERGRALION AND FISCAL: BOGETY ... oc occ ccccccscsccssscssces wus J. M. Buchanan 


Communications, Reviews, Periodicals, Notes 


The American Economic Review, a quarterly, is the official publication of the 
American Economic Association and is sent to all members. The annual dues 
are $6.00. Address editorial communications to Dr. Paul T. Homan, Editor, 
American Economic Review, University of California, 405 Hilgard Avenue, 
Los Angeles 24, California; for information concerning other publications 
and activities of the Association, communicate with the Secretary-Treasurer, 
Dr. James Washington Bell, American Economic Association, Northwestern 
University, Evanston, Il]. Send for information booklet. 























BOOKS RECEIVED 


AUSTRIAN FEDERAL CHAMBER OF 
COMMERCE. Hundert Jahre Oster- 
reichischer Wirtschaftsentwicklung 
1848-1948. Vienna: Springer Verlag. 
1949. xiii & 714 pp. 

BASTIDE, ROGER. Sociologie et psy- 
chanalyse. Paris: Presses Universi- 
taires de France. 1950. viii & 290 pp. 
Fr. 600. 

BLAU, JOSEPH L., ed. Cornerstones of 
Religious Freedom in America. Bos- 
ton: Beacon Press. 1949. viii & 250 
pp- $3. 

BREESE, GERALD WILLIAM. The 
Daytime Population of the Business 
District of Chicago. Chicago: Uni- 
versity of Chicago Press. 1949. xxiii 
& 267 pp. $6. 

BURNS, ARTHUR F. New Facts on 
Business Cycles. New York: National 
Bureau of Economic Research. 1950. 
83 pp. 

CHERIOUX, JEAN, BERNARD DENIS, 
and MICHEL GUILLAUME. Etudes 
politiques anglo-saxonne: Irlande du 
Nord Connecticut, New York. Paris: 
Armand Colin. 1950. 223 pp. Fr. 350. 

CLEMENCE, RICHARD, and FRAN- 
CIS S. DOODY. The Schumpeterian 
System. Cambridge: Addison-Wesley 
Press. 1950. 117 pp. $2.50. 

COWAN, LAING GRAY. France and 
the Saar. New York: Columbia Uni- 
versity Press. 1950. 245 pp. $3.50. 

DE ROOVER, RAYMOND. Gresham 
on Foreign Exchange. Cambridge: 
Harvard University Press. 1949. xiv 
& 348 pp. $6. 

DESSAUER, F. E. Stability. New York: 
Macmillan. 1949. vii & 273 pp. $3.50. 

EMMENS, ROBERT G. Guests of the 
Kremlin. New York: Macmillan. 1949. 
viii & 291 pp. $3. 

FRIEDMANN, GEORGES. Humanisme 
du travail et humanités. Paris: Ar- 
mand Colin. 1950. xvii & 53 pp. 
Fr. 190. 


HALL, F. G. History of the Bank of 
Ireland. Oxford: B. H. Blackwell. 
1949. vili & 429 pp. 18/. 

Handbook of National Commissions. 
Paris: United Nations Educational, 
Scientific and Cultural Organization. 
1949. 188 pp. $1. 

JENNINGS, HELEN HALL.  Leader- 
ship and Isolation: A Study of Per- 
sonality in Inter-Personal Relations. 
New York: Longmans, Green. 1950. 
xvii & 349 pp. $4. 

KAPP, K. WILLIAM, and LORE L. 
KAPP, eds. Readings in Economics. 
New York: Barnes and Noble. 1949. 
vi & 444 pp. $2.75. 

KLINEBERG, OTTO. Tensions Affect- 
ing International Understanding. New 
York: Social Science Research Council. 
1950. xi & 227 pp. $2.25. 

LABATUT, JEAN, and WHEATON J. 
LANE. Highways in our National 
Life. Princeton: Princeton University 
Press. 1950. xvi & 506 pp. $7.50. 

LAIDLER, HARRY W. Toward Na- 
tionalization of Industry. New York: 
League for Industrial Democracy. 
1949. 32 pp. 25 cents. 

LENGYEL, EMIL, and JOSEPH C. 
HARSCH. Eastern Europe Today. 
New York: Foreign Policy Association. 
1949. 64 pp. 35 cents. 

LINDESMITH, ALFRED R., and AN- 
SELM L. STRAUSS. Social Psychol- 
ogy. New York: Dryden Press. 1949. 
xvi & 549 pp. $4.50. 

McCAMY, JAMES L. Government Pub- 
lications for the Citizen. New York: 
Columbia University Press. 1949. xi 
& 139 pp. $2.50. 

MAUSS, MARCEL.  Sociologie et an- 
thropologie. Paris: Presses Universi- 
taires de France. 1950. lii & 389 pp. 
Fr. 800. 

MERRILL, FRANCIS E., and others. 
Social Problems. New York: Alfred 
A. Knopf. 1950. xii & 425 pp. $4. 











402 SOCIAL RESEARCH 


MEUCHE, ARTHUR J. Successful 
Pension Planning. New York: Pren- 
tice-Hall. 1949. 79 pp. $1.25. 

MILLER, HUGH. The Community of 
Man. New York: Macmillan. 1949. 
169 pp. $3. 

PALOMBA, GIUSEPPE. Introduzione 
all’economica. Naples: Pellerano-Del 
Gaudio. 1950. xv & 340 pp. L. 2,300. 

RUSTOW, ALEXANDER. Ortsbestimm- 
ung der Gegenwart: Eine universalge- 
schichtliche Kulturkritik. Zurich: 
Eugen Rentsch Verlag. 1950. 360 pp. 
Swiss Fr. 15. 

SCHLICK, MORITZ. Philosophy of 
Nature. New York: Philosophical 
Library. 1949. xi & 136 pp. $3. 

SCHOENBERG, ARNOLD. Style and 
Idea. New York: Philosophical 
Library. 1950. vii & 224 pp. $4.75. 


SHILS, EDWARD A., and HENRY A. 
FINCH, trans. and eds. Max Weber 
on the Methodology of the Social 
Sciences. Glencoe: Free Press. 1949. 
xii & 292 pp. $3.50. 

TINBERGEN, JAN, and J. J. POLAK. 
The Dynamics of Business Cycles: A 
Study in Economic Fluctuations. Chi- 
cago: University of Chicago Press. 
1950. xX & 336 pp. $5. 

UNITED STATES DEPARTMENT OF 
COMMERCE. The Balance of Inter- 
national Payments of the United 
States 1946-1948. Washington: 
U. S. Government Printing Office. 
1950. Viii & 273 pp. 55 cents. 

WHEELER, WAYNE. Social Stratifi- 
cation in a Plains Community. Min- 
neapolis: Wayne Wheeler. 1949. 123 


pp. $1.50. 





Subscription — $5.00 per year 


Sterling Hall 





LAND ECONOMICS 


a quarterly journal of 


Planning, Housing, and Public Utilities 


CONTENTS FOR AUGUST 1950 
THE PRESIDENT’Ss WATER REsouRCcES PoLticy CoMMISSION. .Roland R. Renne 
THe Great LAKES-St. LAWRENCE PROJECT..........--++++ Arthur D. Angel 
SOVIET GRAIN PRODUCTION 1940-1950........-60 0 cece cece eeeeee 


THE AGRICULTURAL LADDER: Two Views...Marshall Harris and Erven Long 


II. SUPREME CouRT VIEWS FEDERAL AUTHORIZATION AND 


MERGING OF MOTOR CARRIERS... . 


FARM LAND ACQUISITION PROBLEMS IN EGYPT.......... Hassan Aly Dawood 


Published in February, May, August, and November 


University of Wisconsin 


V. Katkoff 


John J. George 


Single copies — $1.50 
Madison 6, Wis. 




















Son ees 




















AMERICA AND EUROPE: MUTUAL 
MISUNDERSTANDINGS 


BY SAUL K. PADOVER 


: are many reasons, both historic and political, for the 
misunderstanding, skepticism, and even fear of the United States 
among European nations. One general cause is, of course, the 
fact that few of those countries had ever bothered to make Ameri- 
can history a required subject of study in their school curricula. 
Even in Great Britain, although closest to the United States in 
language, literature, and political experience, the knowledge 
of the American past is conspicuous for its scantiness. An Ameri- 
can high school student will, as a rule, have some familiarity with 
Cromwell and Gladstone, with English queens and Cavaliers, 
but rare is the educated Briton who knows much, more about 
American history than that George Washington (an English- 
speaking colonial who became President and of whom there is 
a statue somewhere in London) was a junior officer in the British 
colonial army. Until very recently, American history was not 
considered a subject worthy of special study. Lacking kings, 
queens, aristocrats, and cardinals, it was deemed uninteresting 
and undramatic, as well as unimportant. 

On the Continent the ignorance of the American past is, if 
anything, greater than in Britain, where nowadays a few of the 
universities offer courses on the subject. When I was lecturing 
at the Institut d’Etudes Politiques of the University of Paris in 
1949, I found that not one of my French students knew anything 
about Jefferson. The very name of the man who, in his day, 
was considered France’s greatest friend in America, and who had 
quite a considerable influence on the French Revolution, aroused 
no echo in the minds or memories of the young French. They 
could, in all probability, have written a learned essay on Pericles 
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or Cicero, but the apostle of American democracy and author 
of the Declaration of Independence was alien to their spiritual 
experience. One of the leading publishing houses in Paris, when 
approached about the possibility of bringing out a French edition 
of Jefferson’s writings on democracy, replied that, since few 
Frenchmen had ever heard of the man, the proposed book could 
not possibly have any readers in France. It is doubtful whether 
Germans or Italians know much more about this subject, or 
about the American democratic tradition in general, than do the 
French. 

Ignorance of American history involves more than a mere 
lack of information regarding past politics. It affects the general 
attitude toward culture and institutions. Thus even educated 
and enlightened Europeans, with some exceptions, tend to regard 
the United States as a country without a real culture, that is to 
say, without a deep-rooted intellectual past. Germans, in speak- 
ing of America, refer to it as unkultiviert; Frenchmen express the 
same idea in the word “soulless.” Foreigners really seem to 
believe that Americans are an unhistoried “young” nation and, 
consequently, have neither a continuous culture nor a respect 
for it. 

In view of America’s rich intellectual heritage, this view is 
particularly surprising. Far from being spiritually arid and 
culturally rootless, the United States has an unbroken political- 
philosophical tradition of a high order indeed. A country that, 
in the course of a mere three centuries of historic existence, could 
produce a Thomas Hooker and a Roger Williams, a Benjamin 
Franklin and a Thomas Jefferson, an Alexander Hamilton and 
a James Madison, a John Marshall and a John Calhoun, a Henry 
Adams and a William James, a Henry George and a John Dewey 
—to mention but a few among scores—such a land may justly 
claim a place of equality with nations that have a more ancient 
intellectual and cultural history. But, alas, not many foreigners 
know of the existence of these American thinkers (Dewev is an 


exception) and fewer still realize that these men are an integral 
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part of a long and relatively deep American cultural stream that 
has by no means run dry. 

Some of this ignorance is, of course, due to a certain kind of 
European snobbishness. Countries of an older culture almost 
always tend to look down on younger ones as upstarts. Europeans, 
with their institutional exclusiveness, have been inclined to con- 
sider American nonclassical, pragmatic, and mass-aimed education 
as either cheap or unworthy of civilized man’s efforts. Even 
today, when American universities and other institutions of learn- 
ing and science are probably the foremost in the world from the 
point of view of equipment, curricula, and personnel, there are 
still Europeans who look upon America with the same kind of 
disdain that the classical Greeks displayed toward the Romans. 

It is not only the distant American past that is generally 
unknown in Europe. Recent American events of importance are 
not usually given their proper evaluation either. Thus, though 
Europeans are familiar with the name of Franklin D. Roosevelt, 
particularly in connection with his foreign policy, not many of 
them are aware of the meaning and extent of the New Deal 
revolution. It comes as a surprise to Europeans to be told that 
the United States has a fairly extensive social security system 
which, while not quite so comprehensive as that of Britain or 
Sweden, nevertheless covers a great many needs. When I 
informed European audiences that today workers in the United 
States get paid vacations and are entitled to unemployment 
insurance as well as old-age pensions, I was met with blank stares 
or outright skepticism. Some of my listeners accused me of 
indulging in propaganda. 

Similar doubt or lack of information prevails in regard to the 
role of American labor. At a seminar on world affairs in Eng- 
land, I made the following points about the trade unions in the 
United States: that organized labor forms one of the three power- 
ful elements in American life, the other two being organized 
agriculture and organized business; that the trade unions now 
have a-combined total of nearly 16 million members, as against 











406 SOCIAL RESEARCH 


less than 2 million on the eve of the New Deal, and as such are 
probably the mightiest single political-economic bloc in the coun- 
try; that in the industrial areas the unions play a major role in 
local, congressional, and presidential elections, especially when 
they set out to do so; and that in some sections of the United States 
labor has, for all practical purposes, taken over the Democratic 
party machine—in short, that contemporary America could be 
considered a “‘laboristic” rather than a purely “capitalistic” 
society. While some people in the audiences believed what was 
told them, to their surprise even, it should be added, a number 
of others insisted, with politeness but with the firmness that 
comes from long conviction, that what they had just heard could 
hardly be true. Why? Because it ran against the grain of theory. 
“Everybody knows,” they said in effect, “that Wall Street rules 
America.” To numerous Europeans (and Asians too) the ancient 
cliché about Wall Street’s domination of American life has the 
force of a self-evident proposition. 

The Wall Street-capitalist theme, which can be found in the 
highly popular and widely translated books of such American 
radicals as Jack London and Upton Sinclair, is reinforced and 
refreshed by continuous Soviet propaganda, and its effect should 
not be underestimated. It is repeated and embroidered by com- 
munists outside of Russia, and is widely believed even among 
noncommunists. The idea that capitalists dominate, and that such 
domination is bad for the people, finds easy acceptance, particu- 
larly among workers and landless peasants who know from long 
and bitter experience what rule by bankers and landlords means. 
Nothing in the life and memories of Europe’s (and Asia’s) poor 
could lead them to doubt the evil of rule by the rich. For this 
reason, the communist argument about Wall Street falls on fertile 
soil. 

This brings us to another consideration that is too frequently 
overlooked, namely, that Europe has a strong socialist and Marxist 
tradition. The tradition applies both to labor and, what is per- 
haps more important, to the intellectuals, whose role in Europe 
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it would be well to consider for a moment. It is unfortunately 
true that Americans are inclined to put too great faith in “‘prac- 
tical” men and too little confidence in “theoretical” ones—a 
situation that can result in a dangerous anti-intellectualism at 
home and abroad. With regard to Europe, this excessive Ameri- 
can pragmatism is a serious mistake and a source of misunder- 
standing that may lead to friction and, what is possibly worse, ill- 
calculated policies. 

In some fundamental approaches to life and its problems, the 
two Western types of men, the American and the European, differ 
widely. Where the “practical” American politician and adminis- 
trator distrusts the intellectual as a long-haired highbrow and 
possibly a dangerous crackpot, the European is inclined to take 
it for granted that the educated and the learned are fit to occupy 
positions of power and leadership. Where the American, sus- 
picious of theory and abstraction, looks upon the intellectual in 
a public job with dislike and even fear, the European does not 
consider a public man dangerous just because he is learned. This 
attitude of respect for the educated person prevails even, and 
perhaps one might say especially, among European workingmen. 
It is a notable fact that, since the rise of the European labor 
movement in the last century, its theorists, organizers, spokesmen, 
and leaders have been, to an astonishing extent, college-educated 
intellectuals. ‘‘Hard-boiled” and “practical” trade unionists like 
Ernest Bevin are the exception. Typical of Europe’s labor move- 
ment are its intellectual leaders, often sophisticated theorists like 
Marx and Engels, Lenin and Trotsky, MacDonald and Attlee, 
Jaurés and Blum. 

Americans, with their overly pragmatic background, often fail 
to understand that both socialism and Marxist theory are very 
much alive in Europe. Intellectuals there either accept Marxism 
or reject it, but in any case they are exposed to its philosophy 
and take a stand in relation to it. In so far as the organized 
workers are concerned, with the possible exception of the Christian 
(mainly Catholic) unions, they find in Marxist tenets a source of 
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faith and inspiration. This is, of course, true of the socialists as 
well as of the communists. 

Even outside of labor circles Marxism has respectable standing, 
if not full acceptance. Here again the role of the intellectuals— 
meaning people who earn their living through the written or 
spoken word—is important, for in European communities, espe- 
cially the smaller ones, the schoolmaster, like the parson, is viewed 
with esteem and, consequently, is in a position to wield influence. 
And more often than not the schoolmaster is likely to be a socialist, 
a communist, or just simply a Marxist. This applies equally to 
the newspaperman who, like the teacher, is both a college graduate 
and underpaid, a combination hardly conducive to the support 
of the status quo. 

The Marxists, even those who are not in Stalin’s camp, continue 
to view society through the spectacles of nineteenth-century eco- 
nomic and social theory. Although the world has undergone 
profound transformations never dreamt of by Marx, his followers 
still believe his basic dogmas about capitalism and its consequences. 
Underlying Marxist theory is the belief that capitalism is evil, 
unjust, and unstable. In the mind of the Marxists is the deeply 
embedded conviction that the capitalist system, as described 
and analyzed by Marx and his disciples, inevitably produces 
misery, unemployment, inequality, and ultimately war. And 
since the United States is considered to be the capitalist country 
par excellence, it is viewed by the Marxists with unconcealed 
suspicion. 

Ironically enough, this Marxist antipathy to capitalism is 
reinforced by American propaganda in Europe and _ probably 
also in other parts of the world. With surprising naiveté, United 
States propaganda abroad tends to underscore American wealth 
and prosperity. This is done, presumably, as an answer to the 
poverty and low living standards that prevail in the Soviet Union 
under communism. The theory behind this is that if you show 
that we are richer than they, people will joyfully flock to our side. 
In reality, a propaganda line that stresses wealth and luxury is 
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in danger of defeating itself. It is just as likely to arouse envy 
as admiration. ‘To the poor of Europe—and most Europeans 
belong in that category—the American talk of wealth can sound 
suspiciously like insensitive boasting. 

The socialists of Western Europe, to be sure, accept American 
economic aid and they support the political alliance with Wash- 
ington, but in the main they do so grudgingly. ‘Their Marxist 
distrust of capitalist American motives and aims remains lively. 
Only the dread of a possible Russian invasion and of communist 
dictatorship keeps them loyally in the American camp. But at 
bottom their attitude toward the United States is dictated by 
what they consider the necessity of choosing between two evils. 

But just as there are Europeans who regard the United States 
as the champion of freedom and the bulwark against threatening 
totalitarianism, so are there also those who consider Americans 
hardly better than Russians. Among those who say, in effect, 
“A plague o’ both your houses” are both certain Marxists and 
conservative Catholic intellectuals. To them the United States 
is as materialistic and imperialistic as the Soviet Union; and 
there is nothing to choose between them. 

This was dramatically illustrated at a Paris mass meeting which 
socialists and other antitotalitarians organized against world com- 
munism and dictatorship. As speaker after speaker mounted the 
rostrum, there became evident a striking difference between the 
American group and the French. The American antitotalitarian 
speakers confined themselves to denunciations of “‘Soviet imperial- 
ism.” But the French orators attacked impartially both ‘Soviet 
and American imperialism.” This was a new wrinkle on the 
old jest by Anatole France that the law, in its majestic impartiality, 
forbids rich and poor alike from begging and sleeping under 


bridges. 

The fairly widespread European distrust of capitalism, an 
economic and social system personified by the United States, has 
its roots both in an understanding of the past and a misunder- 
standing of the present, especially the American present. In 
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countries like France and Italy, not to speak of Spain and Portugal, 
the capitalist system, whatever its stage of development, has 
undoubtedly been unimaginative, selfish, and heartless. Not 
infrequently employers of labor have been brutally indifferent 
to the needs and hopes of the workers. In the main, European 
capitalists, class-conscious to an extreme, have displayed but a 
limited sense of social responsibility for those who worked for 
them. Both economically and psychologically, the gulf between 
Europe’s rich and poor, which antedates the capitalist era, has 
been wide and deep. Few, if any, successful efforts have been 
made to bridge it, in this or any other period of history. Class 
consciousness and class conflict, actual or potential, have been 
fairly permanent fixtures of European life. In recent times the 
feeling of resentment against the upper classes has led the under- 
lying population, particularly the workers, to a rejection of the 
capitalist system. Indeed, the very word “capitalism” has become 
pejorative. 

This European usage, with all its emotional connotations, has 
been transferred to cover the American actuality. That American 
capitalism is not the same species as the European, is generally 
not known, or if known, ignored. To those who have learned, 
or have been taught, to hate the whole system, capitalism has 
a bad smell regardless of where it exists or how it functions. Not 
many Europeans are aware that the American economic structure 
is radically different from what Marx and his followers conceived 
a capitalist society to be. It is not, for example, a system designed 
to exploit the working class, to make the rich richer and the poor 
poorer. Rather, the American economic organization, especially 
in the middle of the twentieth century, is one that aims to produce 
more than ever before, sell for less than ever before, spread 
purchasing power to more people than ever before, and increase 
the general standard of living to higher levels than were ever 
attained before by any people, including working people. Aill 
this, the triumph of American capitalism and technology, is a 
living contradiction of Marxist theory. 
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But what does it mean in Europe? The American example 
not being within the personal experience of most Europeans 
can have but little meaning for them. When they see, in an 
American movie, a worker driving his own car, they are likely 
to consider it either an exceptional case or a typical Hollywood 
exaggeration. 

Likewise the case of the American rich. Few wealthy Euro-_ 
peans, particularly on the Continent, give away money for public 
causes. Who ever heard of a French Carnegie or a German 
Rockefeller or an Italian Harkness? ‘Traditionally the moneyed 
men of Europe spent their gold on chateaux, yachts, horses, mis- 
tresses, and Monte Carlos. Class-minded Europeans on both sides 
of the economic fence accepted this behavior as a matter of course. 
The notion of beneficence on a large scale and systematicaily 
organized is largely alien to the European tradition. When I 
told my students in Paris about the immense contributions of 
American magnates to social, cultural, and educational institu- 
tions, they treated the statement as a kind of a jest. They thought 
it was American propaganda when they were informed that 
America’s foremost universities, research institutes, and museums 
were founded, and are still being supported, by big capitalists. 
Toothpaste, oil, tobacco, cameras, and many other such items, the 
students were told, laid the foundations of America’s greatest 
institutions. “Quand méme,” replied the French skeptics, “il ne 
faut pas exagérer....” 

The American political structure is another thing that puzzles 
and bewilders Europeans. It is so different from their own 
political experience that they cannot make it out. Everywhere 
this writer was asked to explain the two-party system; the differ- 
ence, if any, between Democrats and Republicans; and why the 
American people permitted themselves to be controlled by crooked 
bosses and corrupt political machines which, in turn, are supposed 
to be the instruments of racketeers and gangsters. 

It was hard going to explain to people accustomed to political 
parties organized nationally and directed from the top that the 
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American parties had local roots and that they functioned from 
the bottom up; that they had but a loose national discipline; and 
that, finally, they were not built around a dogmatic theory or any 
other philosophical system. ‘The matter of party discipline and 
leadership likewise required a good deal of explaining. In 
America, it was necessary to point out, party organization and 
discipline are at a minimum. In order to function at all, there- 
fore, the parties need “‘machines,” especially in the cities. Some- 
body has to run the machines, that is, get out the vote and do 
the favors to keep the loyalty of the voters. Hence the “boss.” 
It is his job to keep things going, make deals with and for candi- 
dates, raise campaign funds, and try to satisfy his “constituents” 
in the community in which he operates. 

Europeans found it strange to hear that an American political 
boss can be an honest man, and not infrequently is. I had to 
make clear that given the American system of locally-rooted 
political organization, voluntary coalitions of interests, and loose 
discipline, the boss performs a necessary function as honestly as 
the nature of man and the nature of politics permits, and that 
while crooked bosses do exist, it is not true that they must of 
necessity be dishonest or that the United States is run by them 
exclusively. 

Another source of European skepticism of and antipathy for 
the United States is the Negro question. This matter comes up 
in nearly every discussion everywhere, and it inevitably reminds 
one of the story about the American visitor in the Moscow 
subway. According to the story, the Russian guide boasted about 
the marvels in the new, but strangely silent, underground. As 
he pointed out the wonderful marble floors, the gleaming fixtures, 
the fine steel rails, the American kept on interrupting with the 


question, “Yes, but where are the trains?” Finally, the exasperated 
Russian blurted out, “And what about the lynchings in the 
South?” | 

There is no doubt that what Myrdal called “the American 
dilemma” continues to do the United States great harm abroad. 
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This is especially true because the American treatment of the 
Negroes is widely exaggerated in Europe. There is a vague but 
general belief that the lives of Negroes in America are in constant 
danger, that they are being lynched by the hundreds all over the 
country, that they are mistreated and humiliated wherever they 
go, and that they are deprived of all educational possibilities and 
economic opportunities. In view of such notions, it is not sur- 
prising that Europeans often say that America is disqualified from 
posing as a champion of democracy. Some (not without the aid 
of communist propaganda) even insist that American racism is 
hardly better than the Nazi variety. 

This distortion of the truth about the American treatment of 
the Negroes should not, however, blind us to the fact that it is a 
matter of grave concern. It deeply affects our prestige in the eyes 
of the democratic nations, makes them doubt our good will and 
sincerity, and thus adds to their sense of insecurity. For reasons 
that have to do more with domestic politics than with foreign 
policy, our “information” agencies abroad have not handled the 
problem with the necessary candor. ‘They have been either 
evasive or silent. Our propaganda has had a tendency to gloss 
over the unlovely truth of the situation, which is about as satis- 
factory a device as it is for a housekeeper to sweep dirt under the 
carpet in order to conceal it from view. The fact is that the Negro 
question cannot be hidden from the world—even if it could, 
Moscow would see to it that it were not—and the United States 
had therefore better make the best of it and face it frankly. 

In this respect a “strategy of truth” is not only unavoidable 
but also curiously effective, as was demonstrated by my experience 
with European audiences. When asked, ‘““What about the Negroes 
in America?’ I candidly admitted the whole disagreeable truth 
and then added the following points: First, the Negro question 
has been a major tragedy in American history. It once came 
close to destroying the country, and between 1861 and 1865 nearly 
one million Americans lost their lives over it. Second, the best 
Americans have always been ashamed of the treatment meted 
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out to Negroes and they have exerted effort to do something 
about it. Indeed, in 1948, President Truman staked his political 
life and that of his party on the issue of civil rights for Negroes 
—and he won. Third, the position of America’s colored citizens 
has been improving steadily over the years. They have, in fact, 
made remarkable and almost dramatic progress since their 
liberation in 1865, and today there are in the United States tens 
of thousands of Negro professional men, intellectuals, scientists, 
artists, and businessmen; moreover, every year more opportunities, 
educational and economic, are being opened up to them. Finally, 
it can be stated as a fact that, despite all the disadvantages and 
discrimination under which American Negroes have had to suffer, 
they are as a whole better off economically and intellectually and 
are far more advanced than any colored group of comparable 
size anywhere in the world. 

European audiences found this explanation refreshing and 
essentially acceptable. Their usual comment was, “Why don’t 
Americans tell us these things frankly?” 

Such, in sum, are a few of the beliefs and attitudes that prevail 
in Europe concerning the United States. The question is what, 
if anything, can be done to brighten the picture, so to speak? 

A few general observations are in order. To begin with, we 
must keep in mind that America’s position in the world today 
is unique in history. A titan among nations, this country possesses 
more power, both relative and absolute, than was ever in the 
hands of any nation in recorded history. Thus the United States 
produces no less than 60 percent of all the world’s industrial goods. 
The figure is staggering—6 or 7 percent of the earth’s people 
manufacture more than the rest of the world together. Never 
has there been anything quite like it. 

Adding to the uniqueness and complexity of the American 
position is the fact that it is a self-governing republic with a 
traditional respect for public opinion. While there have been 
powerful states in the past, there is no instance of a world-affecting 
democratic country, like the United States, where common people 
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are called upon to help shape policy. This makes the process of 
policy decision cumbersome and slow; it also involves a considera- 
tion of the various beliefs, prejudices, and predispositions that are 
at play on the domestic scene. In other words, where a non- 
democratic power can act with swiftness and decision, a democratic 
one, dependent upon public opinion, is often subject to confusing 
whims and hampered by scruples. This is particularly serious 
at a time when the requirements of global responsibility occasion- 
ally call for drastic action that is not easily fitted into a democratic 
pattern. For probably no single nation in modern history has 
had to assume so heavy a burden for the world’s weal and woe 
as does contemporary America. 

Furthermore, the position of the United States differs from that 
of powerful states in the past in that it has assumed global leader- 
ship in an age of swift mass communications. The technology 
of communications and transportation has brought about a 
revolution in human relations which has not yet even begun to 
run its course. No human being anywhere can nowadays escape 
the reach and effect of modern methods of communications. 
Everybody nearly everywhere is being, or will soon be, bombarded 
by sound and print. Machines for reaching the ears, hearts, and 
minds of people are going full blast, on both sides of the line that 
divide East and West, and there always remains the urgent 
problem as to what to put into those machines. The communists 
seem to have little doubt on that score. But the Americans have 
not yet worked out a satisfactory content. We have the technology 
but not yet the philosophy for effective persuasion. 

Specialists in psychological warfare and international infor- 
mation believe, however, that the United States can do much in 
this field, but she must not be too optimistic about certain 
realities. For example, it is almost a truism that the rich and 
powerful are rarely loved. More usually they are feared and 
envied. This seems to be true of nations as of individuals. And 
the United States, as all the world knows but too well, is both 
mighty and opulent. Hence she suffers from a grave handicap in 
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the eyes of world opinion. But it is not insuperable. Americans, 
to be sure, like to be liked and they are easily upset when they 
meet with criticism or antipathy, but they will simply have to 
learn to accept a certain amount of it as the price of power and 
leadership. 

In other spheres a good deal can be done to dispel prejudice 
and correct misinformation. What is needed almost immediately 
is a General Staff for Psychological Warfare and Peacefare, pref- 
erably outside any existing government agencies. The General 
Staff should recruit the best specialists in foreign cultures, psy- 
chology, and communications, and work out both strategic and 
tactical plans with the same seriousness and devotion to detail 
as is done in military planning. In long-range terms, indeed, the 
work of such a staff could be decisive, since the ultimate battle 
for the world will probably be won or lost in the hearts and minds 
of men. 

The cost of the operation would of necessity be great, con- 
siderably greater than anything Congress now grants to the 
“Voice of America” and similar agencies. But the money thus 
spent would be inconsequential in view of the magnitude of 
the task. 
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WAR, DEPRESSION, AND THE 
PRESIDENCY, 1933-1950 


BY CLINTON ROSSITER 


Ax AXIOM of political science to which all observers would agree 
is this: National emergencies bring an increase in executive power 
and prestige, always at least temporarily, more often than not, 
permanently. The validity of this axiom finds impressive dem- 
onstration in the political and constitutional developments of 
the past eighteen years. Historically, we have endured a startling 
succession of major emergencies: depression, recession, threat of 
war, war, inflation, industrial war, cold war, and still another 
threat of war. Constitutionally, we have witnessed an extraor- 
dinary expansion in the authority of the national executive, 
in both relative and absolute terms. The presidency from which 
Herbert Hoover departed on the morning of March 4, 1933, and 
the presidency to which Harry S. Truman succeeded on the 
evening of April 12, 1945, were two perceptibly different offices, 
in fact as well as constitutional theory; and little has happened 
in the past six years that would lead us to consider this develop- 
ment anything but permanent. The years since the inauguration 
of Franklin D. Roosevelt constitute one of the critical periods 
of American constitutional development, not least because of 
the changes in the presidential office. 

The fact that the presidency of 1950 is a measurably more 
potent and complex instrument of government than that of 1933 
can be ascribed in part to the accelerated emergence of the positive 
state, in part to the crisis that provided most of this acceleration. 
It is to this second major feature of recent American political 
history that this article is directed. Its purpose is to survey 
briefly those changes in the presidency during 1933-50 on which 
war and depression had a decisive influence,’ or, in more general 


1 See R. S. Rankin, ed., The Presidency in Transition (Gainesville 1949) passim. 
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terms, to isolate and examine the effects of emergency on the 
accepted pattern of a stable, successful constitutional system. 

The cardinal developments in the presidential office occasioned 
by the emergencies of the past eighteen years, involving in some 
instances the consolidation of an established position or power, 
in others the creation of a new function or constitutional arrange- 
ment, would seem to be these: (1) the addition of new powers 
to the president’s well-stocked arsenal of statutory emergency 
authority; (2) further inroads upon the principle of the separation 
of powers; (3) the extension of the commander-in-chief clause to 
limits beyond those blocked out by Wilson or even Lincoln; (4) 
the continued growth of presidential dominance in the formula- 
tion of foreign policy and conduct of foreign affairs; (5) the 
emergence of the president as a leading participant in major 
labor disputes; (6) two major developments in the problems of 
presidential tenure—the revamping of the succession and the 
collapse of the third-term tradition; (7) the creation of a numerous 
(but still inadequate) administrative staff to assist the president in 
the discharge of his countless responsibilities; and (8) the addition 
of several novel touches to the pre-1933 constitutional theory of 
presidential emergency authority. 

A word of warning is perhaps in order. It is impossible to be 
wholly impersonal about political science. Indeed, it is exactly 
at this point that “physics and politics” part company, for ours is 
a body of knowledge that deals with quite unpredictable human 
beings rather than with reasonably predictable physical proper- 
ties. This is especially evident when we are called upon to 
examine an office so uniquely personal in nature as the American 
presidency. It was Professor Woodrow Wilson who told us that 
“it is easier to write of the President than of the presidency,” and 
it was Professor Edward S. Corwin who broke down presidential 
leadership into its two chief elements: crisis and personality.” 


2 See Woodrow Wilson, Constitutional Government (New York 1908) p. 54; Edward 
S. Corwin, The President: Office and Powers, 2nd ed., rev. (New York 1941) p. 281, 
and the extension of this concept in the grd edition (New York 1948) p. 371. 
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When there is neither crisis in the country nor personality in the 
White House, as in 1824 or 1924, the nation looks to Congress 
for guidance, though generally in vain. When crisis and per- 
sonality come together, as in 1861 or 1918, the nation feels the 
spur of the strenuous presidency. We must therefore remember 
that through all this boisterous era there were two unusual per- 
sonalities in the chief magistracy—for twelve years a president 
who was unquestionably the most crisis-minded public figure in 
American history, and for six a president who, though he lacks 
the brilliance and sure touch of his predecessor, has always been 
exceedingly jealous of the prerogatives of whatever public office 
he was currently holding and uncommonly tenacious in their 
assertion. We speak therefore of war, depression, and the presi- 
dency, and of Franklin D. Roosevelt and Harry S. Truman as well. 


I 


The United States Code provides the most direct and measurable 
evidence of the growth of presidential power in the course of our 
many national emergencies. Congress, for all its demonstrative 
distrust of the strong presidency, has been forced repeatedly to 
recognize that the executive branch alone can properly exercise 
emergency powers. A major segment of presidential power is 
the vast display of permanently delegated statutory authority that 
he may, on his own judgment and responsibility, call into action 
in the event of a “sufficient emergency” or “in time of war or 
similar emergency” or in an “extreme emergency.” In every 
crisis of modern times the president has been vested with extraor- 
dinary powers to deal with the particular situation; more often 
than not, these powers have then been left on the books, care- 
lessly or designedly, for his discretionary use in future crises. 
The emergencies of 1933-50 were no different from those of the 
past. Although many important delegations of emergency author- 
ity were enacted with specific time limits and have been totally 
erased from the Code, others have become permanent additions 
to the president’s extensive collection. Two interesting legacies 
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from the Great Depression illustrate the immensity of discretion- 

ary crisis power thus placed in the president’s hands since March 

4, 1933. Section 4 of the Emergency Banking Act of 1933 reads: 
In order to provide for the safer and more effective operation of 
the National Banking System . . ., during such emergency period 
as the President of the United States by proclamation may pre- 
scribe, no member bank of the Federal Reserve System shall 
transact any banking business except to such extent and subject to 
such regulations, limitations and restrictions as may be prescribed 
by the Secretary of the Treasury, with the approval of the Presi- 
Gemt.... 


From the Securities Exchange Act of 1934 (Sec. 19(a)) comes this 

provision: 
The Commission is authorized . . . . if in its opinion the public 
interest so requires, summarily to suspend trading in any registered 
security on any national securities exchange for a period not 
exceeding ten days, or with the approval of the President, sum- 
marily to suspend all trading on any national securities exchange 
for a period not exceeding ninety days.* 


In short, the president is statutorily empowered, in the event 
of any future panic such as that of early 1933, to declare what 
amounts to financial martial law. 


II 


A period of national emergency is an unhappy time for that 
fundamental principle of the American constitutional system, 
the separation of powers. “In normal times the separation of 
powers forms a distinct obstruction to arbitrary governmental 
action. By this same token, in abnormal times it may form an 
insurmountable barrier to decisive emergency action in behalf 
of the state and its independent existence. There are moments 
in the life of any government when all powers must work together 

8 These delegations are respectively 48 Stat. 2; U.S.C., Title 12, sec. 95; and 48 Stat. 
898; U.S.C., Title 15. sec. 78s. I am assuming that the initiative in a nationwide 
suspension of trading on the securities exchanges would rest with the president, and 


that the Securities Exchange Commission would hardly be in a position to thwart 
his will. 
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in unanimity of purpose and action. . . . The more complete the 
separation of powers in a constitutional system, the more difficult 
and yet the more necessary will be their fusion in time of crisis.” 4 
Throughout the turbulent twentieth century both president and 
Congress have recognized this fact and have rarely permitted 
doctrinaire adherence to this principle to stand in the way of 
co-operative emergency efforts. This was especially true during 
the Great Depression and World War II. The constitutional 
gulf between executive and legislature was bridged sufficiently to 
permit a joint attack on the problems of these two great crises; 
to a visible extent, it was permanently bridged. 

The patterns of 1933 and 1942 were naturally quite similar. 
Effective neutralization of the separation of powers was achieved 
at two crucial points. On one hand, Congress was compelled 
to look about grudgingly for that measure of leadership it prefers 
to ignore in safer times, and as usual it had no choice but to look 
to the presidency. On the other, it was compelled to make 
sweeping delegations of legislative power to the executive branch, 
finding itself unequal to the tasks of day-to-day emergency law- 
making and of “filling in the details.” And all this time we had 
a president with no Coolidgelike qualms about leading or legislat- 
ing. Mr. Roosevelt and his lieutenants moved in decisively at 
each end of the lawmaking process and set substantial precedents 
for future normal as well as emergency legislative activity. Presi- 
dent Roosevelt brought no new weapons to the task of persuading 
the legislature to enact his programs, but he did “sharpen and 
improve” the old techniques, with results well known to Congress 
and history. His chief contribution was the fireside chat, which 
from this time forward will serve, for those presidents who know 
how to use it, as the leading device for appealing to the people 
over the heads of a stiff-necked Congress. 

This is not to say that presidential dominance over the legisla- 
tive process is now an element of our constitutional system. The 
kind of leadership that Mr. Roosevelt supplied in the Hundred 


4 Clinton Rossiter, Constitutional Dictatorship (Princeton 1948) pp. 288-89. 
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Days and the first months of the war will naturally be reserved 
for moments of undoubted national crisis. We can expect many 
more instances of congressional rebellion like those of 1937 and 
1943. Nevertheless, the president’s right to propose detailed 
legislation to Congress, and to smooth its passage through the 
legislative mill, is an accepted use of the American constitutional 
system. Even Mr. Taber waits respectfully for Mr. Truman’s 
recommendations on issues of national policy, and techniques of 
presidential persuasion that twenty years ago would have brought 
every gentleman of the Senate to his feet, thundering that he for 
one would be no rubber stamp, no longer ruffle the touchiest 
feathers. We can say with certainty that Mr. Dewey as leader 
of legislation would have been something quite different from 
the last three Republican presidents. 

At the other end of the legislative process, depression and war 
have hastened the decline of potestas delegata non potest delegari 
as a constitutional bar to sweeping delegations of lawmaking 
power. To be sure, it was in the Roosevelt era, in Panama Refin- 
ing Company v. Ryan and Schechter Brothers v. United States, 
that the Supreme Court first voided an act of Congress as 
repugnant to the principle expressed in this celebrated maxim. 
Later, however, the altered Court did full atonement for its 
horse-and-buggy sins, in such cases as United States v. Rock Royal 
Cooperative, Hood and Sons v. United States, and Yakus v. United 
States.° And as a matter of congressional practice, on dozens of 
occasions since 1933 the president has requested, Congress pre- 
sented, the administration used, and the Court absolved some 
astounding delegations of pure legislative power. Here, too, 
the first cause of this transformation in our constitutional theory 
and praciice is unquestionably the rise of the positive state, but 
the precedents date from days of real or alleged national emer- 
gency. The crisis delegations of the past eighteen years are an 
important part of our peacetime Constitution. 


5 These cases are respectively 293 U.S. 388 (1934); 295 U.S. 495 (1935); 307 U.S. 533 
(1939); 307 U.S. 588 (1939); and 321 U.S. 414 (1944). 
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il 
It was inevitable that the second of America’s twentieth-century 
wars would add to the content of the commander-in-chief clause. 
The challenges to presidential leadership presented by this 
nation’s decision to create an arsenal of democracy and prosecute 
a global war put upon the Constitution what could have been 
an intolerable strain. Mr. Roosevelt, however, was prepared to 
save both country and Constitution. In the 1930's he had found 
in the commerce and spending clauses a respectable constitutional 
basis for building his federal “‘service state’; in the 1940’s he called 
the commander-in-chief clause into action, in the manner of 
Lincoln and Wilson, as unimpeachable authority for just about 
anything he wanted to do. And if ever he had misgivings about 
his original powers, he had only to persuade Congress to draw on 
its own unlimited wartime authority and fill his reservoir to 
overflowing. 

The transformation of the president’s warmaking powers, which 
was more a consolidation of the mighty precedents set by Lincoln 
and Wilson than an alteration of their methods, must be examined 
at the three main stages of World War II. 

The prewar period. The most eventful constitutional change 
wrought by the incidents of the two years before Pearl Harbor 
was the final emasculation of the clause that delegates to Congress 
the power to declare war. This, of course, is simply one by- 
product of the facts of modern war. ‘The day is past when 
national assemblies could deliberate upon a declaration of war, 
even in secret session. Franklin D. Roosevelt can be blamed for 
many things, but not for disrupting this particular constitutional 
arrangement in which the framers were so careful to depart from 
British practice. Mr. Roosevelt, acting principally in his capacity 
as commander-in-chief, did prove with finality, however, that a 
determined president can commit Congress and the nation to 
inevitable war. The astounding procession of events that brought 
a disunited nation to the brink of total war—the two proclama- 
tions of emergency, the destroyer deal and other exertions in aid 
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of the beleaguered Allies, the call for Lend-Lease, the occupation of 
Iceland, the Atlantic Charter, the initiation of the convoy system, 
the order to “shoot at sight’”—was set and kept in motion by 
Franklin D. Roosevelt, who knew from the start that, despite 
the grudging opposition of Congress and strident opposition 
of the America Firsters, he possessed two decisive weapons they 
could not match: the support of a majority of the American 
people, and the limitless range of power that came to him in the 
guise of the simple phrase ‘“‘commander-in-chief.”” In the light of 
what transpired in 1939-41, who will deny that the power of 
Congress to declare war has now become an empty ritual, and 
that the power to embroil us or not—and how and where and 
when and why—rests in the keeping of the commander-in-chief? 
This is one part of our Constitution in which the sanguine hopes 
of the framers have been thoroughly frustrated. 

The war itself. In the years between December 7, 1941, and 
April 12, 1945, President Roosevelt was a commander-in-chief in 
the fullest sense of the phrase, both abroad and at home. The 
story of Roosevelt, the military commander and global strategist, 
has been far too familiarly related by others, especially by 
Robert E. Sherwood in his altogether admirable Roosevelt and 
Hopkins (New York 1948), to merit more than mention here. 
Suffice it to say that Congress played virtually no part in 
formulating our grand policies for war and not-quite-satisfactory 
preparations for peace. Roosevelt was as much a practicing 
commander-in-chief as Churchill, Stalin, or Hitler. The great 
decisions were his to make, and he made them. 

At home, the president carried forward resolutely the precedents 
and practices of Woodrow Wilson. Once again the huge war 
administration, with its wondrous proliferation of agencies and 
boards, was almost completely a creation of presidential power, 
and once again compliance with the orders of this administration 
was secured, for the most part, by the application of “indirect 
sanctions” rather than by compulsions and penalties authorized 
by a comprehensive statute. The use of the “indirect sanction” 
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is one emergency precedent that will not and should not be avail- 
able for peacetime executive acticn. Indeed, this sort of thing 
should also be discouraged in future wars. A sound and respon- 
sible war administration should be statutorily presented with 
direct, legal sanctions for enforcing its orders. Congress must 
shoulder no small part of the blame for the haphazard and often 
legally or morally questionable means whereby the War Pro- 
duction Board, War Labor Board, and other agencies secured 
obedience to their orders in the recent war. 

One instance of strong presidential action on the home front 
was a distasteful portent of things to come: the evacuation from 
the west coast of 110,000 persons of Japanese descent, some 70,000 
of them full-fledged citizens of the United States. This dicta- 
torial action had its legal basis in Executive Order go66, dated 
February 19, 1942, which in turn was grounded in the president’s 
power as commander-in-chief. Ratified by a statute of March 
22, 1942, and approved by the Supreme Court in Korematsu v. 
United States,° the Japanese-American evacuation provides a 
momentous precedent for the mass shifting of racial and regional 
groups in the event of an atomic attack on the American con- 
tinent. This, to be sure, is a power over which we could scarcely 
quibble were such a catastrophe to overtake us. Given the cir- 
cumstances of an atomic or bacteriological assault, who can say 
where the president’s war powers would halt? 

The cold war. The events of the past six years have altered 
only slightly the war powers wielded by President Roosevelt. 
Mr. Truman has made it perfectly clear that he intends to retain 
the same freedom of action as commander-in-chief that his prede- 
cessor enjoyed, and once again we are committed, as we desire 
and ought to be, to a decisive strategic attitude toward the world’s 
most menacing military power. In the Korean crisis of 1950 
Mr. Truman reasserted with vigor the ancient presidential pre- 
rogative of dispatching troops abroad without congressional con- 


6 56 Stat. 173; 323 U.S. 214 (1944). See Rossiter, op. cit., pp. 280-84, and references 
there cited. 
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sent to protect American citizens, property, rights, and interests. 

A major transformation in the organization and possibly the 
whole character of the armed forces is presently under way in 
the form of unification, a controversial turn of events that received 
its chief impetus from the recent war. What specific changes 
the achievement of truly effective unification would be likely 
to bring about in the president’s peacetime and wartime powers 
as commander-in-chief is a hotly debated point. Most experts 
assume that his control of the forces would be further strength- 
ened by the reduction and simplification of the lines of command, 
although Mr. Eberstadt and Dean Appleby have warned us bluntly 
not to drive this mania for unification too far, lest the president 
lose all freedom of choice and become a prisoner of the military. 
All agree, however, that the president as commander-in-chief has 
never been in a more solid political and constitutional position 
than he is today, thanks to the recent crisis and its leading 
personality. 

There is no more striking indication of the present latitude 
of his military power than these deceptively simple words of the 
Atomic Energy Act of 1946, another permanent weapon of presi- 
dential power forged on the anvil of emergency: 

Sec. 6(a). The Commission is authorized to— 

(1) conduct experiments and do research and development work 

in the military application of atomic energy; and 

(2) engage in the production of atomic bombs, atomic bomb parts, 

or other military weapons utilizing fissionable materials; except 

that such activities shall be carried on only to the extent that the 
express consent and direction of the President of the United States 


has been obtained, which consent and direction shall be obtained 
at least once each year. 

The President from time to time may direct the Commission (1) to 
deliver such quantities of fissionable materials or weapons to the 
armed forces for such use as he deems necessary in the interest of 
national defense or (2) to authorize the armed forces to manufac- 
ture, produce, or acquire any equipment or device utilizing fission- 
able material or atomic energy as a military weapon.? 


760 Stat. 763. 
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And despite the wounded protests of Senator Bricker, there 
was almost universal acquiescence in President Truman’s brisk 
assertion, early in 1950, that it was for him alone to decide 
whether the H-bomb should be built. 


IV 


The course of American history tells us that the more earnestly 
the nation turns its attention toward foreign affairs and away 
from domestic, the more authoritative becomes the whole quality 
of presidential leadership. We must therefore remember that 
most of the emergencies of the past ten years have been inter- 
national in origin and nature. These years have given added 
impetus not only to an important long-range constitutional trend, 
the increase in presidential over senatorial or congressional author- 
ity in the control of American foreign relations, but also to the 
general development of the strong presidency. ‘The principal 
reason for this trend is easily identified: the interesting process 
whereby the president’s power in foreign relations has been effec- 
tively merged with, and therefore greatly strengthened by, his 
power as commander-in-chief. Whether the emergencies of 1939-- 
50 have worked a permanent transformation in this part of ‘1c 
American constitutional system remains to be seen. Apparentiy we 
are doomed to a long wait, for at no time in the foreseeable future 
will American foreign relations have other than a strictly emer- 
gency character. 

Several techniques of presidential ascendancy in this field seem 
to have been definitely strengthened by recent events. First, 
the increasingly personal nature of the president’s power to 
conduct our foreign affairs should be apparent to all, as should 
the implications of this truth for congressional attempts to share 
in it. Instances of this tendency are the continued use by the 
president of personal envoys (Harry Hopkins and Myron C. Tay- 
lor are the leading examples), and the striking of informal, 
unwritten, and secret bargains and understandings with the 
leaders of other nations. Although Mr. Truman has not indulged 
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in much of the latter, his proposed dispatch of the Chief Justice 
to Moscow—a hat-trick that he still might choose to bring off— 
demonstrates that he, too, is fond of conducting the most vital 
diplomatic negotiations on a very personal and informal basis. 
Second, the executive agreement, whether legislatively or con- 
stitutionally authorized, has become an accepted instrument of 
American foreign relations, especially for use in emergency situa- 
tions. The Lend-Lease and Economic Cooperation Acts demon- 
strate the remarkable extent to which Congress has carried the 
practice of legislative authorization of executive agreements; while 
the destroyer deal, the agreements with free Denmark for the 
Greenland occupation and with Iceland for a similar occupation, 
and the many wartime “understandings” with our allies support 
the waxing pretensions of the simple presidential agreement to 
a status hardly less exalted, morally as well as legally, than that 
of the sacrosanct treaty. Here in particular the president has 
added his power as commander-in-chief to his powers as chief 
diplomat and has given the answer to two plus two as five! 
The leadership of the president is interestingly acknowledged 
in two major pieces of postwar foreign legislation, the United 
Nations Participation Act of 1945 and the Economic Coopera- 
tion Act of 1948. At the same time, these statutes remind us 
that Congress is still very decisively in the international picture. 
For all the free play of his whip hand in foreign affairs, the 
president cannot ignore the legislative branch. He must have 
continuous regard for the power of Congress to pass laws and 
resolutions and of the Senate to confirm appointments and 
treaties, for the unabashed authority of the congressional com- 
mittees (especially the Senate Committee on Foreign Relations 
and the Joint Committee on Foreign Economic Cooperation), and 
above all for the constitutional provision that “no money shall 
be drawn from the Treasury but in consequence of appropria- 
tions made by law.” Postwar foreign relations are an expensive 
necessity, and Congress still insists, as the continuing battle over 
ECA appropriations reminds us, that it must like the tune before 
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it will pay the piper. Our constitutional arrangements for joint 
executive-legislative participation in the conduct of foreign affairs 
have been bent but not broken. 

In conclusion, it should be noted that fairly early in Mr. Roose- 
velt’s incumbency the Supreme Court pronounced its nihil obstat 
to the concept of presidential ascendancy in the field of foreign 
relations. These words should be familiar: 

Not only, as we have shown, is the federal power over external 
affairs in origin and essential character different from that over 
internal affairs, but participation in the exercise of the power is 
significantly limited. In this vast external realm, with its impor- 
tant, complicated, delicate and manifold problems, the President 
alone has the power to speak or listen as a representative of the 
nation.... 

It is important to bear in mind that we are here dealing not alone 

with an authority vested in the President by an exertion of legisla- 

tive power, but with such an authority plus the very delicate, 
plenary, and exclusive power of the President as the sole organ of 
the federal government in the field of international relations—a 
power which does not require as a basis for its exercise an act of 
Congress... .8 


The case, of course, was United States v. Curtiss-Wright Export 
Corporation, the year 1936, and the articulate justice George 
Sutherland, no particular friend of the presidency or its incum- 
bent. The fact that Sutherland had been waiting for some years 
to get the advanced ideas of the Curtiss-Wright case off his chest 
cannot obscure the significance of this decision, for every justice 
but McReynolds went along with it. The events of the last 
decade have amply vindicated his sweeping endorsement of 
national and presidential competence in foreign affairs. 


Vv 
A momentous addition to the executive power that may be 
traced directly to several large and small crises of the Roosevelt- 
Truman era is the development of the president’s role as an 
emergency participant in major labor disputes. The expansion 


8 U.S. v. Curtiss-Wright Export Corporation, 229 U.S. 304 (1936), at 319-320. 
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of governmental activity in labor-management relations, rendered 
necessary by the complete unionization of many basic industries 
and the rise of industry-wide bargaining, has had visible influence 
on the office and powers of the presidency. With the normal 
processes of governmental intervention in industrial relations 
the president has little concern, but as an interested and often 
imperious third party to disputes that are recognized national 
emergencies he holds a prime responsibility for preserving the 
industrial peace of the United States. 

The authority of the president in this field falls under three 
headings: (1) the power literally to “keep the peace of the United 
States,” by instituting military action in strikes attended by vio- 
lence and public disorder; (2) the power to remove obstructions 
to the flow of industrial production in time of war (or just 
before and after war) by establishing emergency agencies to 
settle labor disputes and by enforcing their decisions with seizure 
and other arbitrary sanctions; (3) the power to intervene in dis- 
putes, not necessarily wartime or touched with violence, that 
constitute economic national emergencies. The first of these 
powers has had a surprisingly light trial in the past eighteen 
years, and there is nothing new to say about it. The second 
was applied with vigor and considerable success by both Roosevelt 
and Truman, with the aid of policies, institutions, and procedures 
modeled directly on those of Woodrow Wilson. Presidential 
intrusion into a wartime labor dispute reached a climax in 
the seizures of Montgomery Ward and Company. In the course 
of the litigation that arose from the second seizure,® the govern- 
ment contended that the company had to be taken over because 
its defiance of the National War Labor Board’s orders threat- 
ened “the disintegration of the war-time structure of labor rela- 
tions which . . . cannot survive successful repudiation by a 
company of the size and economic importance” of Montgomery 


%See Clinton Rossiter, “The President and Labor Disputes,” in Rankin, ed., op. 
cit., p. 105, note 41. In this discussion I have naturally drawn heavily on that 


article. 
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Ward. That the circuit court accepted this sweeping argument 
is evidence of the extent to which the president may intervene in 
industrial relations in time of war. 

It is the third variety of presidential emergency power in labor 
disputes that owes a particular debt to the events of recent years, 
especially to the outbreak of industrial warfare that followed 
close upon the final victory. The Taft-Hartley Act of 1947 
included broad provisions empowering the president to act in 
disputes “imperiling the national health and safety.” The presi- 
dent already had some powers in this area—his prestige as chief 
executive, which allowed him to intervene informally in the 
manner of Theodore Roosevelt in the anthracite coal strike of 
1goz, and his limited authority under the Railway Labor Act 
of 1926. Now, thanks to the palpable injuries to the public 
welfare that accompanied postwar strikes in the coal mining, 
telephone, shipping, and steel industries, Congress was prepared 
to go a great deal further and authorize investigation and injunc- 
tive delay in disputes that constituted national emergencies. 
Although Mr. Truman, in vetoing the Taft-Hartley Act, expressed 
particular disapproval of these crisis provisions, he made use 
of them seven times in 1948, with much circumspection and 
no little success. Again in 1950, in the great coal strike of Feb- 
ruary and March, he turned to this act, with the well-remembered 
mixed results upon which no two people will yet agree. In any 
case, in the coal, steel, and telephone strikes of 1949-50, Mr. Tru- 
man once again demonstrated conclusively that from this time 
forward the most important single factor in nation-wide emer- 
gency labor disputes will be the heart, mind, and politics of 
the president of the United States. Any permanent solution 
to this problem that ignores his focal position as “Protector of 
the Peace” is doomed to disorder and early sorrow. 


VI 


The recasting of the presidential succession effected by the highly- 
publicized Act of July 18, 1947, received considerable impetus 
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from the postwar emergency. To be sure, the change was by 
no means universally welcomed, nor was it rushed through with 
any sense of urgency. The line of succession staked out in this 
statute is at best a debatable improvement upon the law of 
1886, and Mr. Truman had to wait two years for a Republican 
Congress to give him what a Democratic Congress would not 
give him in 1945. The fact remains that the presidential suc- 
cession has been altered for the second time since 1792, a change 
that would not have taken place but for the unsettled conditions 
of the postwar world and the added administrative (and migra- 
tory) duties they have thrust upon the president. The main 
features of the new law are these: In the event of the “death, 
resignation, removal from office, inability, or failure to qualify” 
of the president and the want of a vice-president to succeed him, 
the speaker of the House, having resigned as both speaker and 
representative, shall act as president. If there is no speaker, 
or if he fails to qualify, the president pro tempore of the Senate, 
also upon a double resignation, shall act as president. If there 
lack both a qualified speaker and a president of the Senate, the 
succession passes down through the Cabinet to the highest quali- 
fied member. This official, however, will act as president only 
until a speaker or president pro tem is available and “able to 
act.” The law of 1947 is hardly an adequate solution to the 
potentially dangerous problem of presidential succession and 
disability. 

More important was the reluctant collapse of the antique tradi- 
tion that no president should have more than two terms in 
office. ‘There can be no doubt about the cause of this trans- 
formation in the executive dispensation. ‘The emergency of 
1940, and the emergency alone, was the hammer that cracked 
the hard cake of constitutional custom. Mr. Roosevelt never 
did give any reason for his decision to defy the third-term tradi- 
tion other than the existence of the emergency, and it was a 
sense of the emergency, too, that induced several million voters 
to cross the line and give him his margin of victory over Mr. 











ith 
his 





THE PRESIDENCY 433 


Willkie. Without the crisis of 1940 Roosevelt would unques- 
tionably have been trounced; without it he would have hardly 
dared or cared to make the try. And what else but the collapse 
of France persuaded the Republicans to nominate Wendell 
Willkie? 

Twenty-three state legislatures (legislatures, it should be noted, 
not conventions) have now consented to the proposed amend- 
ment converting the violated tradition into a constitutional pre- 
scription. Ratification of this amendment by the requisite three- 
fourths of the states would mark the first time in our history 
that a constitutional custom has been written into the funda- 
mental law. Its proponents assert that this would not have 
been necessary, had not the custom been broken. Its opponents 
regard it as an undisguised insult to Franklin D. Roosevelt and 
a restriction on the free judgment of the people that we may 
live to regret—in a future period of national emergency. 


VII 


The astounding growth of the federal administration, in the scope 
of its activities as well as in personnel, has had a more telling 
impact upon the presidency than upon any other of our long- 
standing institutions or offices. The process of building an 
American “welfare state,” still far from completion, has piled 
so many added duties and decisions upon the presidency that, 
were this office organized in 1950 as it was in 1932, Mr. Truman 
would be in his grave or a cage and the government in an 
advanced state of anarchy. As long ago as 1908 Woodrow Wilson 
wrote, “Men of ordinary physique and discretion cannot be Presi- 
dents and live, if the strain be not somehow relieved. We shall 
be obliged always to be picking our chief magistrates from among 
wise and prudent athletes,—a small class.’’ ?° Fortunately, meas- 
ures have recently been adopted to relieve the strain. As usual 
we have done a badly-needed job of governmental reform about 
half as well as we could have. Yet it is comforting to know 


10 Wilson, op. cit., pp. 79-80. 
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that a formal framework of administrative machinery is at last 
a fixed adjunct of the presidential office. Although this may for 
the most part be attributed to the increase of our permanent 
governmental services and commitments, much of the character 
and organization of the presidential staff is a direct result of 
the late emergencies. 

The major steps in the creation of the present White House 
machinery were taken in 1939: (1) the Reorganization Act, which 
authorized the president to submit reorganization plans to Con- 
gress and to appoint six administrative assistants; (2) Reorgani- 
zation Plan No. 1, which transferred the Bureau of the Budget 
from the Treasury Department to the newly-organized Executive 
Office of the President; and (3) Executive Order 8248, which 
outlined the organization and duties of the Executive Office." 
The chief components of the president’s new formal staff were 
thus designated in the executive order: 

There shall be within the Executive Office of the President the 

following principal divisions, namely: (1) the White House Office, 

(2) the Bureau of the Budget, (3) the National Resources Planning 

Board, (4) the Liaison Office for Personnel Management, (5) the 

Office of Government Reports, and (6) in the event of a national 


emergency, or threat of a national emergency, such office for emer- 
gency management as the President shall determine. 


The “principal subdivisions” within the White House Office 
were, in turn, the secretaries to the president, the executive clerk, 
and the six administrative assistants. ‘The core of the new 
machinery was the Bureau of the Budget, which was to act for 
the president as an administrative general staff. 

This organization, with several notable additions and dele- 
tions, continues to function in 1950. The Office of Emergency 
Management is in a state of suspended animation; the Office of 
Government Reports is dead and buried; the National Resources 
Planning Board was senselessly murdered in 1943 by the rebel- 
lious members of the Seventy-eighth Congress, some of whom 


11 The citations to these are, respectively: 53 Stat. 561; 53 Stat. 1423; 4 F.R. 3864. 
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insisted on regarding Charles E. Merriam as a dangerous Red, 
others of whom saw a brilliant way to cut a few hundred thousand 
dollars from a hundred billion dollar budget, and most of whom 
could not resist the temptation to slap Mr. Roosevelt where it 
would not hurt the war effort. ‘The Council of Economic Advisers 
joined the team in 1946 under the terms of the Employment Act, 
a sort of legislative acknowledgement that our economy will hence- 
forth be in a continuous emergency—on the way up or the way 
down. Other changes in the presidential staff have been the 
addition of the National Security Council and National Security 
Resources Board, the appointment of several more armed forces 
aides and a special assistant for diplomatic affairs (Mr. Harriman), 
and the institution of a position known as the assistant to the 
president, tailored to Mr. Steelman’s measurements. A wartime 
change of great moment for which many observers predicted a 
permanent status was the appointment of Admiral Leahy as chief 
of staff to the commander-in-chief, but with the retirement of 
the Admiral this office was abandoned—not, however, before the 
newspaper columnists had nominated numerous persons to fill 
the post. 

The effects of this notable administrative transformation of 
the presidency upon its constitutional position can hardly be over- 
estimated. The creation of several hundred offices, at least 
twenty of them topflight positions by any standard, that can serve 
the president as eyes, ears, arms, mouth, and even brain means 
simply that our one-man chief executive will survive the advent 
of the positive state and continue to perform his protean duties 
with at least as much efficiency as Congress and the courts. As 
the services increase in number and size, so will the president’s 
duties; so long as the machinery grows too, and in the right direc- 
tion, the president will be able to stand the strain and to dis- 
charge properly his constitutional mandate as a one-man branch 
of our three-part government. The erection of this formal White 
House machinery is a far more momentous constitutional fact 


than anyone seems yet to have realized. 
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VIII 


The past eighteen years have brought noteworthy additions to 
the imposing concept of presidential emergency power that 
reached its historical zenith in Lincoln’s eleven-week “‘dictator- 
ship” and message to Congress of July 4, 1861, and its theoretical 
heights in Theodore Roosevelt’s controversial Stewardship The- 
ory. Franklin D. Roosevelt and Harry S. Truman had words to 
match their deeds, theories to support the facts of extraordinary 
action in emergency situations. Each had occasion to express 
advanced versions of the Jackson-Lincoln-Roosevelt theory that 
the presidency is the great crisis institution of the American 
government and that in moments of extreme national danger 
its authority finds as its only genuine limit “not the clear expres- 
sion of the organic law, but the forbearance of a distracted 
people.” 1” The Supreme Court, of course, has yet to voice 
approval of the Stewardship Theory. In several important cases 
since 1933 the Court has denied anew the compatibility of a 
doctrine of emergency powers with the fundamental principles 
of the American Constitution, most vigorously in Home Build- 
ing and Loan Association v. Blaisdell and Schechter Brothers v. 
United States; in Duncan v. Kahanamoku it repledged its alle- 
giance to that “evident piece of arrant hypocrisy,” the Milligan 
case.48 On the other hand, when it was faced with the facts of 
war in the midst of war, as in Korematsu v. United States, the 
Court was able to produce a line of constitutional reasoning 
about “military necessity” that rationalized the dictatorial evacua- 
tion of the west coast Japanese-Americans. 

The inconsistencies of the Supreme Court in the matter of 
emergency powers, easily explainable by the dates of its various 
decisions, are not the point under consideration here. ‘There 
is more to constitutional theory than the decisions of the Court. 


12 W. A. Dunning, Essays on the Civil War and Reconstruction (New York 1898) 


Pp. 15. 
13 The quotation is from Corwin, op. cit., p. 165. The citations of these cases are, 


respectively, 290 U.S. 398 (1934), at.425-426; 295 U.S. 495 (1935), at 528; 327 US. 
304 (1946), at 335; 4 Wall. 2 (1866). 
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Presidents, too, can make constitutional pronouncements, particu- 
larly about the presidency, and the words that accompany their 
precedent-setting actions are often as ‘‘constitutional” as the most 
weighty judicial opinion. At least three significant utterances 
of the past eighteen years provide important new presidential 
interpretations of presidential emergency powers. They will be 
quoted with approval by future presidents. 

From President Roosevelt’s first inaugural address, March 4, 
1933: 

I assume unhesitatingly the leadership of this great army of our 


people dedicated to a disciplined attack upon our common prob- 
HMM. s - 


I am prepared under my constitutional duty to recommend the 
measures that a stricken Nation in the midst of a stricken world 
may require. These measures, or other such measures as the Con- 
gress may build out of its experience and wisdom, I shall seek, 
within my constitutional authority, to bring to speedy adoption. 


But in the event that the Congress shall fail to take one of these 
two courses, and in the event that the national emergency is still 
critical, I shall not evade the clear course of duty that will then 
confront me. I shall ask the Congress for the one remaining 
instrument to meet the crisis—broad Executive power to wage a 
war against the emergency, as great as the power that would be 
given me if we were in fact invaded by a foreign foe. 


From President Roosevelt’s message to Congress, September 7, 
1942, in which he demanded (in the purest sense of the word) 
that Congress repeal a 110-percent-parity clause in the Price Con- 
trol Act of January 30, 1942: 

I ask the Congress to take this action by the first of October. 

Inaction on your part by that date will leave me with an inescap- 


able responsibility to the people of this country to see to it that 
the war effort is no longer imperiled by threat of economic chaos. 


In the event that the Congress should fail to act, and act ade- 
quately, I shall accept the responsibility, and I will act. 


At the same time that farm prices are stabilized, wages can and will 
be stabilized also. This I will do. 
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The President has the power, under the Constitution and Con- 
gressional acts, to take measures necessary to avert a disaster which 
would interfere with the winning of the war.... 


The American people can be sure that I will use my powers with 
a full sense of my responsibility to the Constitution and to my 
country. The American people can also be sure that I shall not 
hesitate to use every power vested in me to accomplish the defeat 
of our enemies in any part of the world where our own safety 
demands such defeat. 


When the war is won, the powers under which I act automatically 
revert to the people—to whom they belong. 


From Truman’s speech to the National Conference on Family 
Life, May 6, 1948, as a nation-wide rail strike threatened: 
And people talk about the powers of a President, all the powers 


that a Chief Executive has, and what he can do. Let me tell you 
something—from experience! 


The President may have a great many powers given to him in the 
Constitution, and may have powers under certain laws which are 
given to him by the Congress of the United States; but the prin- 
cipal power that the President has is to bring people in and try 
to persuade them to do what they ought to do without persuasion. 
That’s what I spend most of my time doing. That’s what the 
powers of the President amount to. 


Taken together, these three passages give us a self-portrait of 
a chief executive endlessly endowed with emergency authority. 
Mr. Roosevelt’s two contributions have a surprisingly continental 
flavor, for the first seems simply to be his own version of the 
famous emergency doctrine of pleins pouvoirs, while the second, 
as Professor Corwin has reminded us, might easily be mistaken 
for the Fiihrerprinzip. Mr. Truman’s notion is that of a benevo- 
lent pater familias who watches indulgently over his squabbling 
charges and then, when the squabbling begins to hurt the entire 
family (that is, becomes a national emergency), calls them to 
the White House and brings them to terms “in the public inter- 
est.” We shall hear again of these three doctrines. Unhappily 
we are not done with economic, international, and industrial war. 
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IX 


There are several features of the presidency in which we might 
have expected or welcomed, but assuredly did not get, substan- 
tial changes in these years of crisis. There is mounting agitation 
to do something about “the unfinished business of presidential 
reform.” These seem to be the most pressing current defects 
of the presidency: the haphazard, danger-laden system of nomi- 
nation and election (against which Senator Lodge has thus far 
set his face in vain); the still unsolved problems of disability 
and succession; the continuing lack, despite the process described 
in Section II above, of formal institutions and procedures of 
executive-legislative cooperation; the impotence of the vice- 
presidency, which, with all respect to Mr. Barkley and Mr. War- 
ren, is not an office to attract consistently the sort of man for 
whom the people would vote if he were a presidential candi- 
date—in other words, precisely the sort of man he ought to 
be; 14 and the overburdened condition of the presidency, where 
much remains to be done to give the chief executive the proper 
kind of staff assistance and relieve him of all superfluous details 
and decisions. We can hope that these defects will be remedied 
before we have reason to regret our inertia. Or must we wait 
until each finally produces its own short but alarming crisis— 
what the nation experienced in the elections of 1800 and 1876 
for want of adequate electoral machinery—before we close and 
lock the barn door? 

In sum, it is clear that our recent bouts with depression and 
war have accelerated considerably the most impressive of our 
long-range constitutional trends: the intermittent but apparently 
irreversible expansion of presidential authority. The twelve years 


14 See Clinton Rossiter, ‘““The Reform of the Vice-Presidency,” in Political Science 


Quarterly, vol. 63 (September 1948) , p. 383. The general course of action proposed 
in that article must obviously wait at least four more years, and in any case I am 
not as convinced as I was three years ago that this course is workable or advisable. 
It is clear that the vice-presidency is a far different office under an old legislative 
hand like Mr. Barkley from what it would have been under an administrator like 
Governor Warren—a fact that should illustrate how much could be done to improve 
this second-rate office. 
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of Roosevelt and six of Truman constitute one of the great 
historical meridians of the executive power, a period to which 
only the incumbencies of Jackson and Lincoln can be compared. 
Nor does it seem that we are to pass through the usual season 
of reaction to executive ascendancy, as we did in the days of 
Grant and Harding, and this for three good reasons: the advent 
of the positive state, the character of Harry S. Truman as a fighter 
for his legitimate prerogatives, and the prolonging of a crisis of 
which even the dullest must be aware. ‘The emergency continues, 
and with it the transformation of the executive power. This is, 
in an unusual sense, an unfinished article. 
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EQUITABLE LAW 
New Reflections on Old Conceptions 


BY MAX HAMBURGER 


= whole development of law has manifested itself and will 
always manifest itself in the antagonism of, in the struggle 
between, strict law and equitable law. 


Three Stages of Early Law 


The Code of Hammurabi. At the beginning of recorded history 
we find as the first almost completely transmitted law code that 
of the Babylonian king Hammurabi (about 2000 B.C.). It is 
a code governed by the archaic principle of talion—an eye for 
an eye, a tooth for a tooth—which is here applied not only to 
cases of assault and battery but also to the law of contracts. 
For instance, if a house collapsed owing to a technical mistake 
on the part of the builder and the owner was killed, the builder 
was to be killed; if the owner’s child was killed, the builder’s 
child was to be slain. Such stipulations undeniably suggest an 
antiquated, strict, and cruel law. And yet this same code con- 
tains the most striking features of equitable law. Take, for 
example, the law of obligations. There is genuine evidence of 
equity and humanity when liability of a debtor is restricted to 
ordinary risks and exempted from the consequences of unfore- 
seen and inevitable events subsequent to the promise made by 
the debtor. The Code of Hammurabi provides us with a set 
of cases in which an act of God was regarded as putting an end 
to the debtor’s obligation and liability. Thus a farmer who 
had to pay his rent in corn was relieved of this obligation when 
payment was made impossible by inundation, drought, or other 
natural disasters that destroyed the crop (H.C. 48). Similarly, 
a man who had borrowed funds for the purpose of engaging in 
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retail trade was not required to repay the loan if highway robbers 
deprived him of his goods (H.C. 102 ff.). Or if a man hired 
an animal, such as an ox or an ass, and the animal was killed 
by a lion or struck by a deadly disease, he was not liable for the 
loss (H.C. 244, 249). 

There are still other equitable regulations, such as the legal 
warranty for certain defects of goods in the case of sale (H.C. 
278-81), restriction of enslavement for debt to a limit of three 
years when the insolvent debtor had given his wife and children 
as slaves to the creditor (H.C. 117), and soon. The most astonish- 
ing equitable regulation, however, was that pertaining to the law 
of marriage and adultery. The old Babylonian marriage law 
was strict. It presupposed a marriage contract, inscribed on one 
of those famous clay tablets of which so many have been recovered. 
Adultery, according to Babylonian law, was a crime when com- 
mitted by the wife, and punishable by death for both the wife 
and the corespondent. But even here an exception was made 
if “the husband lets his wife live, and the king lets his servant 
live” (H.C. 129). This was a deviation from the rule of strict 
law that other contemporary laws did not admit. There were, 
moreover, three other basic and equitable exceptions to the rule 
that a woman who committed adultery was to be executed. These 
related to wartime conditions and prisoners of war. The first 
exempted a woman from the death penalty if her husband had 
been taken captive and she, being without any means of support, 
had entered the house of another (H.C. 134). The second excep- 
tion anticipated the classic Enoch Arden case: if a woman whose 
husband had been made a prisoner of war entered the house of 
another because she was without means of support and had chil- 
dren by the other man, and if afterward her husband returned, 
the woman was to go back to her husband, the children remain- 
ing with their father (H.C. 135). The third exception referred 
to the woman whose husband left the city as a deserter in war- 
time. In this case, the wife who joined another man had not 
to return to her husband (H.C. 136). It is noteworthy that the 
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code expressly states that if the wife of a captive was well pro- 
vided for and nevertheless entered the house of another, she was 
guilty of adultery and was to be executed (H.C. 133). For the 
purposes of our discussion, it is irrelevant whether the moral 
standard of the Babylonians differed from the standards of today. 
The fact remains that Babylonian law regarded adultery as a 
crime punishable by death, but at the same time considered it 
an indispensable requirement of equity not to apply the letter 
of the law to cases which from a human point of view demanded 
some leniency. 

The fairly wide sphere of application which Hammurabi 
allotted to equity and equitableness, quite apart from the few 
examples I have given here, is clearly evident in the original 
wording of the epilogue to the code, from which the following 
lines are quoted. 

The judgments of justice which Hammurabi, the mighty king, had 


established, conferring upon the land a sure guidance and a 
gracious rule. 


Hammurabi, the protecting king, am I... . I throw my good 
shadow over the city .... By my protecting genius their brethren 
in peace are guided: by my wisdom are they sheltered. That the 
strong may not oppress the weak; that the orphan and the widow 


may be counselled . . . . The oppressed who has a lawsuit shall 
come before my image as a king of justice. He shall read the 
writing on my pillar .... The world of my pillar shall explain to 


him his cause, and he shall find his right... . 


In after days, and for all time, the ruler who is in the land shall 
observe the words of justice which are written upon my pillar. He 
shall not alter the law of the land which I have formulated, or the 
statutes of the country that I have enacted... . (V. Cols. XXIV- 
XXVI). 


Thus we realize that even the oldest transmitted codification * 
contains a surprising amount of equitable law in the sense that 


1 The Code of Hammurabi was based upon earlier Sumerian law of which some 
fragments have been rediscovered, but the code itself is the oldest virtually complete 
code that has been preserved. 
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fairness, moderation, humaneness, temper the rigor of the code’s 
commandments. And yet, the closing words of the epilogue 
indicate that the other aspect of equity and equitable law—the 
function of adapting, correcting, or even altering an insufficiently 
formulated law—was still beyond the grasp of Hammurabi.’? 

Mosaic law. From Hammurabi, we turn to the Mosaic law 
of the Pentateuch, which, according to orthodox tradition, was 
about 500 years later than Hammurabi, and according to modern, 
though not in all points established, textual criticism, about 
1,000 to 1,400 years later. Modern legal history has stressed 
the likeness between many parts of the Mosaic law and the Code 
of Hammurabi. We are here not interested in the three main 
theories concerning the two bodies of law: (1) Mosaic law was 
fully independent of the Code of Hammurabi; (2) Mosaic law 
drew heavily on the code; (3) Mosaic law and the code were 
both in many respects independently based on an older and 
common source. Old Mosaic law was on the one hand extremely 
strict and harsh—again, an eye for an eye, a tooth for a tooth— 
but on the other hand very human and equitable. Thus the 
poor and the weak and the stranger were particularly well pro- 
tected: “Ye shall not afflict any widow or fatherless child” (Ex. 
22:22); “Thou shalt not pervert the judgment of the stranger 
nor of the fatherless, nor take a widow’s raiment to pledge” 
(Deut. 24:17). By ancient law, a debtor could be made a slave 
on account of his debt, but Mosaic law moderated this practice 
by offering the possibility of release after seven years’ enslavement, 
and at the same time ordaining human treatment of the enslaved 
debtor (Deut. 15:12; Lev. 24:39-40). In this connection, it is 
interesting to recall that in England until 1869 debtors could 
be imprisoned for life. 

Though it is not the purpose of this paper to discuss the 


2 We might note here that the functional aspect of equity was also beyond the 
grasp of the Roman Emperor Justinian 2,500 years later, and of the Prussian 
legislators who 3,700 years later also forbade any equitable alteration of their 
law codes. 
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details of this social legislation, it should be mentioned that 
there were certain exemptions from distraint: for example, mill- 
stones were exempted from seizure and distraint (Deut. 24:7), 
as was the clothing of the poor (Deut. 24:12). Laborers were 
to be treated humanely, and above all their wages were to be 
paid daily before sunset (Deut. 24:14-15). The commandment 
to consecrate the Sabbath, according to which neither the family 
nor the servants, nor the beasts of burden were allowed to work, 
was perhaps the first comprehensive social law based on equitable- 
ness and humaneness (Ex. 20:10). To say nothing of the precept, 
“Thou shalt love thy neighbor as thyself” (Lev. 19:18). 

But the most striking feature of equitableness and humane- 
ness in Mosaic law is to be found in the treatment of fugitive 
slaves. ‘The Code of Hammurabi ordered the death penalty 
for harboring a fugitive slave and a reward for the seizure of 
a fugitive slave and deliverance to his owner (H.C. 16:17). Less 
than a hundred years ago in the United States, the return of 
fugitive slaves to their owners was also not without its rewards. 
Mosaic law, however, ruled (Deut. 23:15—-16): ““Thou shalt not 
deliver unto his master the servant which is escaped from his 
master unto thee. He shall dwell with thee, in the midst of thee, in 
the place which he shall choose in one of thy gates, where it 
liketh him best. Thou shalt not wrong him.” Thus the equitable 
trend in Mosaic law differed somewhat from that in the Code 
of Hammurabi, the former laying particular stress on the pro- 
tection of the weak, the poor, the orphan, the widow, the stranger, 
the slave. And yet, from the legal point of view, Hammurabi’s 
code was more advanced inasmuch as his regulations were real 
legal enactments, whereas in Mosaic law juridical considerations 
were often subordinated to religious and ethical concepts. 

Early Greek law. Draco, famous for his strict laws, which the 
ancient Greeks regarded also as their oldest, in 621 B.C. opened 
the way for equitable law by defining three kinds of homicide: 
voluntary homicide, punishable by death; involuntary homicide, 
which entitled the killer to flee abroad; and justifiable homicide 
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in self-defense, which imposed no punishment on the killer. This 
represented a great advance over other laws which left the killer 
to the vengeance of the dead man’s family, though Mosaic law 
established cities of refuge where the accidental killer could 
be safe—if he reached them. 

About one generation after Draco, Solon found Athens suffer- 
ing from two great social and legal evils. For one thing, the 
Athenian farmers were heavily in debt and their land was mort- 
gaged beyond any possibility of redemption. And for another, 
the enslavement of debtors on account of their debts had reached 
a rather dangerous degree. With regard to the indebtedness of 
the farmers, Solon resorted to a drastic remedy, the seisachtheia 
or shaking off of the burden, in other words, the cancellation 
of the debts, or as Solon poetically described it: “I removed 
the stones of bondage [the mortgage stones on the fields] which 
had been planted everywhere, and she, the Earth, who was a 
slave, is now free.” * His second remedy was a law ordaining 
the release of those who were enslaved for their debts. Here 
again Solon reported poetically: “I brought back to their own 
divinely founded homes many Athenians who justly or unjustly 
had been sold into slavery in foreign lands.” * Thus equitableness 
and equity prevailed over the strict letter of the law. 

A further equitable trend of thought is to be found in the 
law of Gortyn (about 400 B.C.) which exempted from seizure 
and distraint a complete list of chattels, such as the tools of 
the laborers, the agricultural implements of the farmers, the neces- 
sary clothing, the bed of husband and wife. 

These few examples taken from early legislation (2000 B.C.—400 
B.C.) reveal an awareness of basic aspects of equitable law in its 
material sense, that is, moderation, fairness, humaneness, leniency, 
social understanding, as opposed to the rigor of the law’s actual 
stipulations. And it was the lawgivers themselves who made pos- 
sible the exemptions. 


8 Aristotle, On the Athenian Constitution, XII, 4. 
4 Ibid. 
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Classical Origins of Modern Legal Science 


1. THE GREEKS 


Presocratics and Plato. Another aspect of equitable law is the 
functional—the application and interpretation of existing law 
in such a way that the law is adapted, corrected, and even altered 
to fit the particular circumstances of the case, to the end that 
true justice and equitableness may prevail. This functional aspect 
of equity is simply that which entails the dynamics of law— 
dynamic law as against the rigidity of static law. Its evolution 
springs from Greek sophistics, rhetoric, and philosophy,’ and 
reached its climax in the equitable law of the Romans. 

The administration of law in Greece, especially in Athens, 
belonged to the domain of popular tribunals from about 500 B.C. 
on. The litigants had to plead their cases personally, but were 
allowed to have their pleas prepared by professional speech- 
writers, the logographoi. Everything depended on the skill in 
pleading, for the law courts consisted of laymen who without 
any knowledge of the law decided the case according to the 
impression they gained from its presentation. At the same time, 
the political life in the assemblies required good orators who 
could influence the masses. _ 

Thus, in the fifth century B.C., a new profession emerged. 
The practitioners were the sophists, wandering teachers and pro- 
fessors who instructed their students in rhetoric, political theory, 
and the like, in order to prepare them for the law courts as 
well as for their political career. Originators of the science of 
education (paideia), the sophists concentrated their main skill on 
the so-called dissoi logoi, the two sides of a case, and they taught 
their students the art of always considering the two opposing 
aspects of every question. The elaboration of this art was the 
basis for the growth of equity, of equitable law, in its functional 
sense. We owe to Aristophanes the most characteristic descrip- 
tion of how these dissoi logoi worked. In his comedy, The 


5 See my book, The Awakening of Western Legal Thought (London 1942) passim. 
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Clouds, he cites as one of the prime features of this mode of 
pleading the faculty of showing how old established rules and 
laws can be contradicted. And he calls these noble arts “sweet,” 
since they provide men with the power to overthrow established 
rules and laws.* Here we have the essence of the functional role 
played by equitable law. Every case calls for a survey to deter- 
mine whether justice is really guaranteed by the stipulations 
of the traditional law, or whether another, that is, an equitable 
interpretation is necessary. 

Let us consider for a moment a masterpiece of the so-called 
dissoi logoi, which in its time left the judges wondering and 
unable to decide, and constituted the original basis for a special 
and equitable regulation in Roman and German law. Protagoras 
(480-411 B.C.), most famous of all the sophists, to whom 
literature has attributed the invention of the dissot logoi, was 
approached one day by a wealthy young man, Euathlos, who 
wanted to be instructed in rhetoric. They agreed on a fee, half 
of which was to be paid at once, the remaining half when 
Euathlos won his first case as a rhetorician. When considerable 
time had passed after Euathlos had finished his studies with 
Protagoras without his having tried a case, Protagoras sued 
Euathlos for the remaining half of his fee. In court Euathlos 
declared he was by no means pledged to pay the remaining fee, 
for if the judges dismissed the case, he would certainly not have 
to pay, and if their verdict was that he should pay, his agree- 
ment with Protagoras would make it unnecessary to pay since 
he would then have lost his first case. Protagoras replied that 
in any event Euathlos had to pay: if the judges ruled against him, 
he would have to pay in accordance with their decision; if they 
dismissed the case, Euathlos would have to pay, for then he would 
have won his first case. The judges, not yet cognizant of the 
essence of equity, adjourned the case for a hundred years.?. This 
particular case involved one simple equitable consideration: if 


6 Ibid., pp. 99-101. 
7 Gellius, Noctes Atticae, V, 10; Diogenes Laértius, IX, 56. 
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an agreement is based upon a condition and if the one to whom 
the condition is detrimental artfully prevents it from coming 
into being, it is to be assumed that the condition has really 
been fulfilled.6 But not before Aristotle was the problem of 
equity in its material and functional sense fully understood, and, 
above all, completely defined. True, Plato stressed the necessity 
of framing laws elastically, and of filling up gaps in the law by 
means of special decisions (Statesman, 294a-c, Laws 76ga, 771b, 
875e). But he did not assign this task to the ordinary judges, 
nor did he attach a technical term to this mode of applying the 
law. The term epieikeia, which Aristotle used for his descrip- 
tion and definition of equity, to Plato still meant a breaking 
away from “right law,” an act of leniency outside the sphere of 
law and not consistent with right law (Laws, 757d, e). 

Aristotle. Aristotle succeeded in describing and defining equi- 
table law as epieikeia in its functional aspect in the Nicomachean 
Ethics (Book V, Ch. 10) and from both the material and func- 
tional angles of equitable law in the Rhetoric (Book I, Ch. 19). 
The substance of his argument is as follows: The law can speak 
only in general terms. Thus, it cannot cover all possible cases 
for which the law has been enacted. If, then, a case arises 
which is not covered by the general statement of the law, then 
it is right to correct the omission and to say what the legislator 
himself would have said, had he been present, and what he would 
have included in his law, had he known. So much for the 
functional aspect of equitable law. 

With regard to the material aspect of equitable law, Aristotle 
established a clear definition of cases of wrongdoing, dividing 
them into premeditated, negligent, and accidental defaults and 
wrongs, which were to be treated differently. For the rest, he 
gave a comprehensive description of equitable action in the 
material sense as follows: 


8 This legal rule was later expressly formulated by the Roman lawyer Julian and 
subsequently it was incorporated by the Germans into their Civil Law Code 
(§ 162). 
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It is equitable to pardon human failings, and to look to the law- 
giver and not to the law; to the spirit and not to the letter; to the 
intention and not to the action; to the whole and not to the part; 
to the character of the agent in the long run, and not in the 
present moment .... To wish to settle a matter by words rather 
than by deeds. Lastly to prefer arbitration to litigation; for the 
arbitrator sees what is equitable . . . and was appointed in order 
that equity may flourish. 
This catalogue of equitable actions and requirements converges 
with the functional task of adaptation, correction, and com- 
pletion of the law in order to serve one purpose: the achieve- 
ment of true justice in its highest sense of reasonableness, 
humaneness, and social sympathy. For in another connection, 
referring to philia or social sympathy, Aristotle calls equity the 
highest kind of law, which at the same time is of a nature that 
involves social understanding. This was in line with Aristotle’s 
basic conviction that law and justice are something essentially 
human. 

It was in this sense that Aristotle also provided jurisprudence 
with five main topics of the theory of construction: (1) inter- 
pretation according to the letter and to the spirit; (2) how to 
deal with contradictory legal rules; (3) how to interpret ambigu- 
ous declarations; (4) how to fill up gaps by way of analogy; 
(5) how to deal with legal definitions. This was the scientific 
equipment for handling laws in an equitable manner and for 
freeing legal practice from the archaic adherence to the letter 
of the law, which always characterizes the beginnings of every 
legal evolution. 

Aristotle also in his dissertation on social sympathy clearly 
described the net of mutual obligations with which the social 
and legal life of mankind is surrounded. Herewith he laid the 
foundation for the important stoic doctrine on duties, which 
was so thoroughly elaborated by Cicero in his treatise, De Officiis, 
thereby contributing so much to the elastic and equitable evolu- 
tion of classical Roman law. 

In addition to this complete system of equitable law, Aristotle 
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elucidated and defined further legal conceptions which were 
closely connected with equity. In opposition to his predecessors 
he declared natural law to be part of positive law, and at the 
same time defined it as that law which without having been 
laid down in writing is observed by all, or at least most, civilized 
nations. Despite this wide sphere of application, natural law, 
too, is not unalterable but subject to change. Being unwritten 
law, it is closely connected with universal law or international 
law as opposed to municipal, domestic, or civil law. Just as 
natural law and universal law consist of unwritten law, so does 
equity. ‘Thus, the Romans had only to apply the principles 
Aristotle had laid down in his theory of equitable law, his theory 
of construction, his trichotomy of wrongful actions, and his con- 
ception of natural law and universal law. 


2. THE ROMANS 


Rhetoric and philosophy. Aristotle’s teachings were transmitted 
to the Romans through two channels: rhetoric and philosophy. 
These twin strands of Greek thought invaded Rome in about 
150 B.C. It was in this period that an embassy of three Greek 
philosophers pleaded a case for Athens before the Roman Senate 
and displayed so astonishing a skill in rhetoric that Cato the 
Elder did everything to speed the return of these men with 
their dangerous art of persuasion to Greece. At about the same 
time, Scipio Africanus, conqueror of Carthage, gathered a circle 
of Greek men of letters around him, among them the famous 
stoic philosopher Panaetius and the historian Polybius. From 
then on rhetoric and philosophy were firmly established in Rome. 

The education in rhetoric can best be compared with what 
we now Offer in high school and the first years of college. In the 
whole history of the later Roman Republic and of the Roman 
Empire there was not one man of letters, statesman, poet, his- 
torian, philosopher, who was not trained in rhetoric. Cato the 
Elder, Cicero, Julius Caesar, Horace, Virgil, Tacitus, Seneca, 
Petronius, and such churchmen as Tertullian, Ambrosius, St. 
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Augustinus, Lactantius, Isidoris—all were thoroughly grounded 
in this art. 

There were certain decisive factors in the transmission of 
Aristotelianism. For one thing, Cicero in many passages of his 
rhetorical writings referred repeatedly to Aristotle with regard 
to almost every important detail of rhetoric. For another, up 
to the fifth or sixth century A.D., there was no writer after Cicero 
who wrote in Latin and did not either quote Cicero or draw on 
him. And finally, the Roman lawyers were greatly influenced 
by the Porch. Thus Aristotle’s influence on Roman law was 
secured first by rhetoric and the Ciceronian tradition, and second 
by the teachings of the stoics, who not only drew heavily on 
Aristotle but elaborated his basic legal and sociological teachings 
in a more emotional ethical, not to say religious, manner. 

In addition, even before the official introduction of rhetoric 
and philosophy into Rome, a certain influence on Roman thought 
was exerted by the comedies of Plautus and Terence, who in 
turn had been much influenced by the Greek master of comedy, 
Menander, pupil of Aristotle’s successor Theophrast. ‘Thus we 
find in the old comedy of the Romans many references to equi- 
table law, aequum et bonum. It was Terence who coined the 
famous maxim, Homo sum, humani nihil a me alienum puto 
(I am a human being, nothing that is human is alien to me) 
and it was also he who anticipated Cicero’s famous summum 
jus, summa tinjuria by his statement, Jus summum saepe summa 
est malitia (The highest degree of law and justice often involves 
the greatest malice). It is not surprising, therefore, that the 
first transmitted Roman textbook of rhetoric, that of the unknown 
Auctor ad Herennium of Sulla’s time (about 80 B.C.), already 
formulated a perfect and almost unsurpassed definition of equity 
or equitable law: “From equity springs the kind of law which 
entails the truth and the public good. Out of it [equity] new 
law usually emerges according to the requirements of the time 
and the dignity of men.” 

Considering now the material content of aequum et bonum 
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corresponding to epieikeia, we recall that Aristotle described it 
as reasonableness, fairness, humaneness, and moderation, without 
particularly stressing any one of these qualities. It is here that 
the stoic teaching enters the picture. As has been mentioned 
above, Aristotle in his dissertation on philia described the vast 
scale of mutual obligations, of duties, to which man as a social 
being is subject. Panaetius took up this trend of thought and 
elaborated it in his treatise on duties, Peri Tou Kathekontos, 
in combination with the stoic doctrine of secundum naturam 
vivere, which though it means literally to live in harmony with 
nature, for the stoics meant to live in harmony with virtue. 
This conception of living in harmony with virtue and in harmony 
with the duties incumbent on man as a social being entailed 
the important legal doctrine of fairness in business intercourse 
which constituted the core of Roman commercial law. This law 
manifested itself in the so-called negotia bonae fidet, transactions 
based on good faith. In his philosophical treatise on duty, Cicero, 
drawing on Panaetius, explains how equity in business intercourse 
amounted to acting in good faith, that is, acting as an honest 
man is supposed to act in dealing with honest men, without con- 
cealment, without deceit. And here he enumerates the legal 
relations to be guided by aequitas and bona fides—for example, 
partnerships, trusteeships, sale, hiring and letting, contract for 
labor and for work, agency, and guardianship (De Officiis, III, 15, 
61 and 17, 70; compare De Natura Deorum, III, 74). The plea 
which guaranteed equitable consideration by the magistrate was 
the exceptio doli, the plea of fraud, wherein dolus implied not 
only intentional fraud but also action contrary to good faith and 
incompatible with obligations arising out of a contract. This 
led to the legal duty of disclosure in transactions such as sale,® 
hiring and letting, and the like. Cicero produces many prac- 
tical examples of these principles which cannot here be discussed. 
For the rest, Cicero’s writings and, above all, his speeches, such 


® The duty of disclosure concerning sales of slaves and cattle was also formally 
ordained in two edicts of the aediles; see Justinian’s Digest, D.21.1.1.1 and 21.1.38 pr. 














454 SOCIAL RESEARCH 


as Pro Caecina, abound in examples of equitable law in its func- 
tional and material senses. Needless to say, Cicero also emphati- 
cally stressed the pre-eminence of natural law, which was born 
with us, and of the brotherhood of man, the societas humana. 
He calls the world the common home of gods and men, the father- 
land of all beings. This brotherhood of man pledges us not 
to harm our neighbor, not to deceive him, or to deprive him 
of his property (De Officiis, III, 5, 21). 

This humanitarian trend of thought became still more out- 
spoken in the work of Seneca, whose writings, such as those on 
beneficence, anger, and peace of mind, are permeated by an almost 
Christian spirit, although Seneca was a pagan, but of course 
a stoic. Thus we find in Seneca a panegyric on equitableness, 
humaneness, and the brotherhood of man: 


We are but parts of a great body. Nature has created us as kindred, 
since she has made us from equal elements and for equal ends. 
She endowed us with mutual love and with sociability. She 
created equity and justice. According to natural law, it is more 
pitiful to do than to suffer wrong. She gave the commandment 
of mutual help and support. That verse be always thought of and 
spoken of by mankind: “I am a human being, nothing that is 
human is alien to me” (Epistulae, 95, 52 ff.) 


Here we have the final blending of natural law and equitable 
law in the brotherhood of man, which amounts to the duty of 
being human, of helping one’s neighbor, of not injuring him. 
Thus far, we have stressed mainly the material aspect of aequum 
et bonum, of aequitas and bona fides, which was a primary con- 
cern of Roman philosophy, though the functional aspect was also 
elucidated in the Roman philosophical writings. It was, however, 
Roman rhetoric—as practiced by the orators and advocates headed 
by Cicero—that provided the means of securing equitable legal 
decisions by a system of rules referring to the application of 
aequum et bonum, and above all by elaborating a most detailed 
theory of construction and a refined system of dealing with ques- 
tions of criminal law, by stressing all the important factors relating 
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to questions of fact, including the psychological aspects. When 
the Roman classical lawyers came on the scene in the first 
century A.D., Roman rhetoric, together with Roman philosophy, 
furnished all the necessary tools with which they created their 
imposing edifice of equitable law.’° 

Roman law. The equitable character of Roman law manifests 
itself in countless fragments gathered together in Justinian’s 
Digest and in other legal sources, such as Justinian’s Institutes 
and Codex, the Institutes of Gaius, and Sentences of Paulus. The 
main source is the Digest, a compilation of fragments taken from 
the writings of Rome’s classical lawyers, such as Ulpian and Paulus, 
and other earlier outstanding lawyers, among them Celsus, Gaius, 
Julianus, Modestinus, Papinianus, and Pomponius. The Digest 
opens with the often quoted statement of Celsus: Jus est ars boni 
et aequi (D.1.1.1.pr.).. The lawyers are likened to priests, devoted 
to the cult of justice and professing the science of equity 
(D.1.1.1.1).. The interconnection of equity and natural law is 
stressed in the statement of Paulus that what is always equitable 
is also called law as, for example, natural law (D.1.1.11). In the 
Institutes of Gaius (1.1) we find the definition of civil law and 
jus gentium: 

All civilized nations partly use their own law, partly the law com- 

mon to all men. For what every nation created as its own law is 

called civil law, jus ctvile. But what natural reason set up as law 

among all men, and which is observed by all nations, is called 

international private law, jus gentium. 


In the same way, the Romans also knew, but made little use of, 
the distinction between written and unwritten law, and Ulpian 
uses the original Greek terms to denominate these two categories 
(D.1.1.6.1). Ulpian also emphasizes the distinction between 
public and private law, by defining public law as aiming at the 
common good, private law as aiming at private expediency 


10 The influence of rhetoric on Roman law is still disputed. See the comprehen- 
sive discussion by Schiller in Virginia Law Review, vol. 27 (1941) p. 733; Huntington 
Cairns, Legal Philosophy from Plato to Hegel (Baltimore 1949) p. 160, note 75, 
and Fritz Schulz, History of Roman Legal Science (London 1946). 
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(D.1.1.1.2). Thus, the close interrelation between the domain of 
aequitas and bona fides and that of natural law is expressly 
defined. ‘The more so, since the jurisdiction of the magistrate 
or praetor was mainly over transactions related to jus gentium, 
which was closely linked to natural law and thus to equitable law. 
Papinianus’ famous definition of the functional task of jus prae- 
torium, later adopted as a leading tenet by the Anglo-Saxon 
courts of equity, is the classical definition of the functional task 
of equity in the same sense as Aristotle had defined it more than 
four hundred years earlier: “Praetorian law is what the praetors 
introduced in order to support and to supplement and to correct 
civil law for the common good” (D.1.1.7). 

The material task of equity and true justice cannot, of course, 
be defined in a few sentences. And yet, the Romans coined 
several maxims, based on Greek ideas, which constitute guiding 
principles for all equitable law. They defined justice as the 
constant and perpetual will to render to everyone his right 
(D.1.1.10). They singled out three main commandments of the 
law: to live an honest life, to hurt no one, to render everyone 
his due (ibid.). All these principles were condensed into one 
maxim relating equity and natural law, according to which it is 
equitable that no one should enrich himself by inflicting damage 
and injury on his neighbor (Pomp. D.50.17.206). ‘The Romans 
also dwelt on human rights, the rights of man. Thus, Ulpian 
declared that although, from the viewpoint of civil law, slaves 
had no rights whatever, according to natural law, all human 
beings are equals (D.50.17.32). Here we have the legal formula- 
tion of the teachings of the sophists as voiced by Alcidamas: “God 
left all men free, nature made no man a slave.’’ Paulus declared 
freedom to be a priceless thing (D.50.17.106). In the same sense, 
the inviolability of the home was stressed in the statement, “No 
one can be dragged out of his home” (D.50.17.1093). 

Even in criminal law, which was still very strict, allusions to 
human rights are discernible. For example, Ulpian stated that 
it was better for a guilty man to go without punishment than 














of 


ly 


\¥ 
. 


sv. 63 lUTUDlCUSlCOTDCtiéis 


‘¥ 














EQUITABLE LAW 457 


for an innocent one to be condemned (D.48.19.5). It is not 
possible to discuss exhaustively within the scope of this article 
the equitable and humanitarian trend in Roman law, but from 
the few examples given, it is clear that Roman law in general 
aimed at the promotion of equity and humanity. This line of 
thought manifested itself in countless legal rules on contracts, 
property, family law, law of inheritance, and so on. Mutual 
obligations in the sense of duties were stressed in a most refined 
manner in all legal relations, with equity in almost all cases 
prevailing over the letter of the law. It merits particular atten- 
tion that Celsus, whose definition of law in the sense of equity 
marks the beginning of the Digest, transformed almost all Aris- 
totelian maxims on interpretation and the like into technical and 
legal rules.‘ But the other great lawyers represented in the 
Digest also displayed the Aristotelian spirit of equitableness and 
moderation in many rules and definitions. 


Modern Law 


We cannot here trace the growth of Western legal thought 
through the Middle Ages up to the present. It is possible only 
to sketch briefly the present status of equitable law within the 
legal systems of the Western world. ‘This status is characterized 
by a division of nations into civil law countries and common 
law countries, the latter consisting of those within the Anglo- 
American legal system. ‘The legal systems of the*civil law coun- 
tries are based largely on Roman law. ‘True, the influence of 
Roman law is found also in the common law countries, for 
example, in Scottish law, and even in the United States, as in 
Louisiana. With regard to equitable law, the main difference 
between Anglo-American law and that of the civil law countries 
consists in the fact that equity in its Anglo-American sense has a 
much narrower, a much more specialized, meaning than equity 
in the sense of aequum et bonum in the civil law countries. ‘That 
does not mean that Anglo-American law is less accessible to 


11 See, for instance, D.1.3, passim; Celsus: D.6.1.38, D.45.1.91.3. 
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equitable considerations. It means only that equitable law in 
the Anglo-American countries manifests itself less often under 
the denomination of equity than in the disguise of other legal 
terms and devices, such as reasonableness, implied condition, 
tacit agreement, and so on. And yet, Anglo-American law also 
adopted two Roman maxims as guiding principles of its system 
of equity. First, the functional principle: Equity will not suffer 
a wrong without a remedy. Second, the material principle: 
Equity looks to the intent rather than to the form. And in 
general: Equity follows the law. 

In the civil law countries, the rules of equitable law are to be 
found mainly in the introductory parts of the respective law 
codes. For example, Article 1 of the Swiss Civil Code, one of 
the most modern, pledges the judge to decide such cases for which 
the law has no provision according to a rule which he would 
lay down if he were the lawgiver. In other words, the litera! 
adoption of Aristotle’s maxim. Article 2 states that everyone, in 
exercising his rights or performing his duties, must act according 
to the principles of good faith; an abuse of a right does not 
enjoy the protection of the law. Article 4 states that the judge 
must decide according to law and equity, whenever the law 
refers to his own discretion or to his evaluation of the circum- 
stances. 

The French Civil Code states in Article 4 that a judge who 
refuses to render a decision under the pretext that the law has 
no provision or is obscure or insufficient with regard to the case 
in question is liable to criminal prosecution for denial of justice. 
Again we find the Aristotelian maxim referring to the judge’s 
duty to adapt, to correct, and to complete an inadequate law. 

In German law it was, above all, the principle of good faith, 
of Treu und Glauben, corresponding to the Roman aequitas and 
bona fides, that constituted the basis of a large body of equitable 
case law, which supported, supplemented, and corrected insufh- 
cient legal rules in the German law codes.” 


12 See my book, Treu und Glauben im Verkehr (Mannheim-Berlin-Leipzig 1930). 
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Austrian civil law ordained that in case of doubt the judge 
was obligated to decide according to the principles of natural law, 
which again meant the principles of good faith, equity, and good 
morals. Indeed, the principle of good morals, was generally 
acknowledged as a guiding maxim in the codes of all civil law 
countries. 

But equitable law is not confined to legal dynamics, that is, 
adaptation, correction, or completion of defective laws, and to its 
material aspect of fairness, reasonableness, and moderation. ‘There 
is a no less important material element, which is humanitas, 
humaneness. It is this that the Romans considered part of natural 
law, and which made them declare slaves to be equals, the home 
sacred. This is what prompted Cicero to declare, “Our thoughts 
are free!’ This is what Roman philosophy understood by the 
societas humana, the brotherhood of man and the concomitant 
obligation of mutual respect and support. 

We find the same equitable and humanitarian conception in the 
American Declaration of Independence, in the French Declara- 
tion of the Rights of Man and of the Citizen, in the American 
Bill of Rights, and again in the Charter of the United Nations 
and the International Declaration of Human Rights. The pre- 
amble of the United Nations Charter reaffirms faith in funda- 
mental human rights, in the dignity and worth of the human 
person, in the equal rights of men and women, and Article 1 
refers to the fundamental freedoms for all without distinction as 
to race, sex, language, religion, while Article 1 of the Inter- 
national Declaration of Human Rights declares: ‘All human 
beings are born free and equal in dignity and rights. They 
are endowed by nature with reason and conscience, and should 
act towards one another in a spirit of brotherhood.” It is in 
this spirit that the Declaration of Human Rights guarantees 
everyone the right to life, liberty, and security of person, and 
pledges equality before the law and the freedom of movement 
and of residence, of marriage and of property, of thought, con- 
science, and religion, of opinion and expression, of assembly 
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and association—to mention only the major rights and freedoms. 
Here we have the most recent profession of the supremacy of 
natural law and equity. 

In the Old Testament, in Aristotle’s philia and epietkeia, in the 
Romans’ societas humana and their conception of natural law and 
of aequitas and bona fides, down through the significant legal 
documents of modern history, one and the same trend of thought 
is evident: The evolution of law has manifested itself and will 
manifest itself in the antagonism of, in the struggle between, 
strict law and equitable law. Equitable law with its humanitarian 
aims of fairness, reasonableness, and humaneness has the tendency 
and the dynamic power to prevail again and again over the rigor 
of the strict law which denies such considerations to the individ- 
ual. For, as Aristotle pointed out, law is essentially something 
human, and the highest kind of law—namely, equity or equitable 
law—involves social sympathy and understanding. 
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THE FIELD THEORETICAL 
APPROACH TO PSYCHOLOGICAL 
RESEARCH’ 


BY DAVID A. EMERY 


Tee purpose of this paper is to give an introductory under- 
standing of the concepts and methods developed by Kurt Lewin 
and his students. I shall first outline the basic assumptions of 
field theory (Section I), then show the development of concepts 
and methods through selected experiments in individual psy- 
chology (Section II) and group psychology (Section III), and 
conclude with a brief discussion of special problems in group 


psychology (Section IV). 
I 


The following characteristics of field theory are particularly 
important: (a) an analysis which starts with the situation as a 
whole; (b) a distinction between systematic and historical prob- 
lems; (c) the use of a constructive rather than a classificatory 
approach in order to gain insight into the dynamic aspects of 
events; and (4) a mathematical representation of the field. 

Each of these points will be discussed only briefly here, but 
it is relevant to note that a good proportion of Lewin’s writing 
is devoted to a discussion of the metatheory of psychology. His 
emphasis, along with that of Hull and Tolman, on the need 
for adequate theoretical formulations has helped to lead psy- 
chology away from a barren empiricism, which arduously collects 
data that have no systematic implications. 

Lewin emphasized the significance of the whole situation, which 


1 The author is indebted to Dr. Morton Deutsch, formerly of the Research Center 
for Group Dynamics and currently with the Research Center for Human Relations, 
with whom he collaborated on an earlier, unpublished paper. Certain sections of 
the present discussion borrow from the earlier formulation. 











462 SOCIAL RESEARCH 


means that in considering any part of the field one must take 
into consideration the manifold of related coexisting facts. Stated 
another way: a field is a system whose parts are dynamically con- 
nected in such a way that a change in one part results in a change 
of all other parts. This unity, of course, may differ for different 
kinds of changes. 

What is the practical value of emphasizing such a self-evident 
concept? First of all, it is necessary to point out that many psy- 
chological theories and concepts have been blind to the obvious 
implication that behavior is a function of an interacting person 
and environment. Such concepts as instinct and emotion, many 
of the “drive” concepts, the heredity-environment controversy, 
the early Freudian conception of neurosis, and many other con- 
cepts in psychology have been inadequate formulations because 
they neglect this obvious implication. Second, the emphasis on 
the whole situation has consequences for methodology. Instead 
of picking out one or another isolated element within a situation, 
field theory finds it advantageous, as a rule, to start with a char- 
acterization of the situation as a whole.? After this first approxi- 
mation, the various aspects of the situation undergo a more and 
more detailed analysis. The method provides a safeguard against 
being misled by one or another element of the situation. 

The distinction between systematic and historical approaches 
has been rather confused in the psychological literature. Field 
theory affirms the importance of the past in indirectly affecting 
behavior, but it makes the point that only facts existing in the 
present can directly affect present events. A past fact can create 
a certain condition which carries over into the present, but in 
the present it is only the present condition that is influential.* 
To link behavior with a past field presupposes that one know 
sufficiently how the past event changed the field at that time, and 
whether or not in the meantime other events have again modified 
the field. ‘This is an obvious concept, but how often one reads 


2 Kurt Lewin, Principles of Topological Psychology (New York 1936) p. 14. 
8 Ibid., p. go. 
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in abnormal psychology of an event in childhood having “caused” 
a neurosis. A true “causal” explanation would have to describe 
the neurotic trends resulting from the childhood event, the 
vicissitudes of these trends during the period between the event 
and the neurosis, and the interactive nature of the present 
situation and neurotic trends which “result” in the neurotic 
symptoms. 

The emphasis on dynamics follows from a “constructive” or 
“genetic” rather than a “classificatory” method of developing 
general concepts and laws. In other words, when the field theo- 
rist (or any post-Galilean physical scientist) seeks to understand 
the essential meaning of something he observes, he does not simply 
concentrate on the category into which this object or event can 
be classified on the basis of some of its most obvious properties. 
Instead, he first attempts an exhaustive analysis of all observable 
properties of the object or event. In keeping with his assump- 
tions about the significance of the whole situation he does not 
limit his view of what constitutes ‘‘the object’ to what first drew 
his attention, but tries to include the entire “field.” This collec- 
tion of data does not, in itself, give the field theorist an ‘‘under- 
standing” of the observed object or event. The next step is to 
place the data into some sort of relationship to each other. Since 
humans have not yet been able to perceive directly the nature 
of these underlying relationships in any branch of science, it has 
been found necessary to make assumptions about their nature 
and then to test these assumptions wherever possible. A guiding 
principle in making such assumptions has been to try to relate 
as much data as possible with as few assumptions as possible. 
Once the conceptual elements assumed to underlie observed 
changes in behavior have been selected by the psychologist and 
defined in terms of their relations to observed events and in 
terms of their relations to each other, we have the means of 
constructing a “theory” about the relationships between the 
observed events. The field theorist does not feel he has begun 
to “understand” the things he perceives until he is able to con- 
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struct a theory about their underlying relationships. The more 
observations that can be related by his theory, the greater his 
understanding. Once a set of concepts, or “constructs,” has been 
selected and defined, it is possible to place these abstract, con- 
structive elements into different relationships with respect to each 
other and to derive a variety of observable behavior. The more 
accurate and specific our definitions, the greater the possibilities 
of derivation. Wherever feasible, these derivations are tested 
by observing whether the predicted events actually take place, 
and if this appears to be universally so, the derived theory is 
regarded as a natural law. The careful field theorist does not give 
much credit to his understanding until the underlying relation- 
ships he has postulated have been corroborated by controlled 
testing.* 

All psychological theories that use the concept of goal or of 
equilibrium are dynamic: all include more or less conspicuously 
the thesis that behavior or any other kind of psychological change 
is caused by directed entities. Hull’s concept of “excitatory 
tendency,” MacDougall’s “‘propensities,” Freud’s “libido,” Tol- 
man’s theory of purposive behaviorism, all imply directed entities. 
In Lewin’s system these directed entities are called “psychological 
forces.” The vectorial nature of “psychological forces” is explicitly 
recognized and an attempt is made to develop a mathematics 
which would adequately handle for psychology the concepts of 
magnitude and direction implicit in the concept of vector. 

Field theory asserts as one of its basic principles that psychology 
must become mathematized before it is to become a rigorous 
discipline.® ‘To permit scientific derivations, theory must use 
language which is logically strict and at the same time in line 
with constructive methods. Psychology is faced with a peculiarly 
difficult task in building a mathematics that would enable it to 


4Kurt Lewin, Dynamic Theory of Personality (New York 1935) pp. 1-42. 
5 Kurt Lewin, “The Conceptual Representation and the Measurement of Psycho- 
logical Forces,” in D. K. Adams and H. Lundholn, eds., Contributions to Psychologi- 


cal Theory (Durham 1938) p. 21. 
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make useful derivations. Lewin thought these needs could best 
be met by a geometry whose basic spatial concepts could be inte- 
grated with dynamic concepts. “Topological space,’ which bor- 
rows some of its basic characteristics from topological geometry, 
is a first attempt at building such a geometry for psychology. 

To indicate the nature of topological space it may be well to 
point out some of the differences between it, on the one hand, 
and Euclidean and Riemannean space, on the other:® 

1. The concept of direction in all three types of space is based 
on the concept of a “distinguished path.” Euclidean and Rie- 
mannean space use as the distinguished path the shortest connec- 
tion between two points. In topological space the distinguished 
path is defined in terms of the maximally valent, a dynamic 
concept. 

2. In topological space, direction depends upon certain units 
(wholes) of paths. 

3. In topological space, direction depends upon the degree of 
differentiation of the space into subregions and upon the structure 
of these subregions. 

4. In topological space, direction depends upon the properties 
of the field at large. 

5. Topological space distinguishes “direction toward’ and 
“direction away from.” 


II 


Let us now examine a few of the concepts developed by field 
theorists in their attempts to understand relationships between 
certain aspects of human behavior. 

There is a story that while studying in Berlin, Lewin used to 
retire frequently with his fellow students to a certain beer garden 
for prolonged discussions. In spite of the number of orders and 
length of the sessions, the waiter always recalled the correct total 
without keeping a written record. It is said that Lewin once 
asked the waiter how much was owed a second time, after the 


6 Ibid., p. 22. 
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check had been paid. The waiter had no idea. This experiment 
is supposed to have been repeated with the same result. 

Whether or not the tale is true, it serves as a good example of 
the kind of behavior Lewin and his student, Zeigarnik, were 
trying to understand. At that time, the most popular concept 
in the field of motivation was “habit.” This was a convenient 
concept, since everyone knew that habits were learned, and once 
a motive had been classified as a habit, it was felt no further 
explanation was necessary. Lewin considered the concept inade- 
quately defined, for if the waiter in the beer garden was acting 
out of habit, why did he remember the bill for such a long time 
and then suddenly forget? As a first step toward understanding 
this type of situation, Lewin proposed that there were certain 
habits which were behavioral manifestations of a “tension” 
(source of energy) demanding satisfaction either directly or 
through substitution. He called this type of habit a “need 
habit.” Other types of behavior commonly referred to as habits 
did not, according to Lewin, satisfy any needs or release any 
“tension” by their existence alone. ‘This second type of habit, 
which he called an “execution habit,” served only as a means 
enabling a person to carry out some “need habit.” An example 
of an “execution habit’ would be taking the 7th Avenue subway 
to work when there is no need present to ride the subway at all, 
but merely to get to work. Empirical support is given to this 
distinction by the fact that activities functioning as “execution 
habits” seem to be much easier to change than activities function- 
ing as “need habits.” 

The purpose of Zeigarnik’s experiment was to provide an 
experimental test for two assumptions of Lewin’s “tension” 
theory: 

1. The intention, or need, to reach a certain goal is represented 
by a tension of a certain system within the person. This assump- 
tion co-ordinates a dynamical construct (system in tension) to the 
observed behavior called “intention.” 

2. The tension is released if the goal is reached. 
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As suggested by the story of the remarkable waiter, Zeigarnik 
used the tendency to recaJ! activities corresponding to systems in 
tension as a symptom for the existence of tension.’ The expecta- 
tion that more activities corresponding to systems in tension would 
be recalled than activities corresponding to systems whose tension 
has been released was based on two further assumptions: 

3. Toa need for a certain goal there corresponds a force acting 
upon the person and causing a tendency to locomote toward the 
goal. This assumption determined the relation between need 
and locomotion. For each construct of tension in the person 
there is a co-ordinated construct of force for locomotion in the 
environment. Strictly speaking, this assumption is not required 
to derive Zeigarnik’s experiments, but its correlate, below, is 
necessary: 

4. A need leads not only to a tendency of actual physical loco- 
motion toward the goal region but also to thinking about this 
type of activity. This may be expressed by saying the force on 
the person toward the goal exists not only on the level of doing, 
but also on the level of thinking. 

From these assumptions it follows that the tendency to recall 
interrupted activities should be greater than the tendency to recall 
finished ones. Zeigarnik and many others have conducted experi- 
ments in which subjects were given a series of tasks to perform 
and were then prevented from completing half these tasks (selected 
at random). Later, the subjects were asked to recall what tasks 
they had performed. The results were presented in the form of 
a quotient: 

unfinished tasks recalled (RU) 
completed tasks recalled (RC) 





Zeigarnik predicted a quotient of greater than 1. The results 
for adults were about 1.9. This means that almost twice as many 
incompleted tasks were recalled as completed ones. 

Looking at the experiment as a whole, and following the 


7Bluma Zeigarnik, “Uber das Behalten von erledigten und unerledigten Hand- 
lungen,” in Psychologische Forschungen, vol. 9 (1949) pp. 1-85. 
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systematic approach of trying to determine all present forces, 
Zeigarnik saw that the specific task tensions mentioned might not 
be the only determinants of behavior at the moment when recall 
was requested. In addition to the force on the person to recall 
the incompleted tasks (corresponding to the tension systems of 
those tasks), there was also present a force to recall both incom- 
pleted and completed tasks exerted upon the person by the experi- 
menter’s instructions to “try to recall the tasks you worked on 
earlier.” Thus the Zeigarnik quotient could be viewed as a 
function of a ratio of forces with the subject’s own tendency to 
recall the incompleted tasks and the experimenter’s request to 
recall these tasks acting to increase the quotient, and the experi- 
menter’s request to recall the completed tasks acting to decrease it. 
This theory is valuable because by manipulating the quantities of 
the three forces involved, one can derive certain testable predic- 
tions: 

1. If the induced force to recall increases, the quotient should 
approach 1. (In order to test this, Zeigarnik emphasized the 
experimental situation as a memory test. She obtained the pre- 
dicted result.) 

2. If the induced force to recall decreases, the quotient should 
increase. (When Zeigarnik made recall seem unimportant, she 
obtained this result.) 

g. If the force toward the task goal decreases, the quotient 
should approach 1. (Zeigarnik told subjects the tasks were unim- 
portant and obtained this result.) 

4. If the force toward the task goal increases, the quotient 
should increase. (Zeigarnik told subjects the tasks were important 
and obtained this result.) 

From the general assumption made above that when there is 
a need present for a certain goal there corresponds a force acting 
upon the person and causing a tendency to locomote toward 
the goal, it follows that as long as the tasks are incomplete the 
subject should continue to try to perform the task. Ovsiankina 
created conditions such that the subject thought he was inter- 
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rupted by chance and then at a later time he was left free to do 
as he wished in the experimental room. ‘There was 100-percent 
resumption of the interrupted task. When the interruption 
appeared to be intentional, there was still 82-percent resumption.*® 
This is another rather neat example of how one can, through the 
use of adequately defined concepts, make theoretical derivations 
which are testable. It is by means of this two-way process from 
observation to conceptualization and back to empirical testing that 
coherent theories of the underlying causes of behavior are con- 
structed. We shall now see how further definition of existing 
concepts can multiply the productivity of a theory as a means of 
relating observed events. 

To use the construct “system in tension” for representing 
psychological needs presupposes a field theory. Conceptually, 
tension refers to the state of one system relative to the state of 
surrounding systems.® ‘Therefore, when we say that a certain 
system is in tension, we really mean that a particular system is at 
a higher level of tension than its surrounding regions. This 
definition presupposes a geometric representation of the person 
and a distinction of functional subparts, or “‘systems”’ within the 
person, with a definite position in regard to each other. 

The basic relationship between neighboring tension systems 
postulated by field theorists may be stated as follows: If two 
systems with a common boundary are at unequal levels of tension, 
then there is a tendency for the tension level to change so that 
the systems reach the same level. The following definitions have 
also been proposed: 1° 

1. The degree of interdependence of different tension systems 
is a function of three things: the relative position of the systems 
in question, the permeability of the boundaries lying between 
them, and the fluidity of the medium. 

2. The rate of tension spread from one system to another is 


8 Maria Ovsiankina, “Die Wiederaufnahme unterbrochener Handlungen,” in Psy- 
chologische Forschungen, vol. 6 (1928) pp. 302-79. 

®Kurt Lewin, Dynamic Theory . . . (cited above) pp. 58 ff. 

10 Kurt Lewin, ““The Conceptual Representation . . .” (cited above) p. 98. 
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a function of two things: the period of time during which the 
tension is spreading, and the degree of interdependence of the 
systems in question. 

Thus, if the degree of interdependence is held constant, the 
amount of tension remaining in any system should decrease with 
the passage of time (provided no other factors are present, such 
as the subject’s reaching the goal). Applying this second definition 
to the Zeigarnik experiment, we should predict that the quotient 
will decrease as the time between the performance of the tasks 
and recall increases. Actually, Zeigarnik found a decrease in the 
quotient from about 1.9 to about 1.2 if the recall test was post- 
poned one day." 

Definition I above states that the degree of interdependence of 
different tension systems is a function, among other things, of the 
fluidity of the medium. If the “other things” remain unchanged, 
we can expect tension spread to take place more rapidly the more 
fluid the medium. On the basis of the assumption that a very 
fatigued person is in a more fluid state than one who is not tired, 
Zeigarnik predicted that the quotient should be lower for a tired 
person than for one who was not tired. Experiments were con- 
ducted with subjects who were tired during performance and 
recall, tired during performance but not during recall, and tired 
only during recall. In no case did the quotient exceed 1.” 

Degree of interdependence is also assumed to be a function of 
the proximity of the systems. If temporal proximity in behavior 
is represented by spatial proximity in the inner-personal regions, 
it follows that tension will spread more readily between systems 
representing tasks performed one after the other than between 
tasks separated by longer periods of time. Thus, if it is possible 
for one task to act as a substitute for another in the sense that 
completion of the one relieves the tension remaining from the 
interruption of the other, it can be derived that temporally 
proximal tasks should have a higher substitute value for each 


11 Bluma Zeigarnik, op. cit. 
12 Ibid. 
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other than tasks separated by a greater amount of time. Dr. 
Henle demonstrated experimentally that temporal proximity is a 
factor increasing the substitute value of one task for another.” 

It has also been found fruitful to represent structurally similar 
tasks by systems which are spatially proximal. Thus we would 
expect that such tasks would also have a high substitute value 
for each other. Kate Lissner found that similar tasks have a 
higher substitute value for each other than dissimilar tasks."* 

Degree of interdependence is also a function of the permeability 
of the boundaries, according to the definition. This means that 
the more permeable the boundaries between systems at different 
levels of tension the sooner will these systems reach the same 
level of tension. It seems plausible to assume that systems repre- 
senting undifferentiated tasks have highly permeable boundaries, 
and that the tension spread between such systems will be rapid. 
Thus we would predict a Zeigarnik quotient of around 1 if 
subjects were given a series of undifferentiated tasks, since the 
tension remaining from each interrupted task would quickly 
spread to the other systems. Experimentally, Zeigarnik struc- 
tured the task-performing situation so that the subject regarded 
the single tasks, finished or unfinished, as parts of a highly 
unified series. ‘The quotient here was about .g7.”° 

If it is the difference in level of tension that is important, then 
any condition which diminishes this difference should lead to a 
lower quotient. A great increase in tension level throughout 
the inner-personal regions might obliterate the differences set 
up by the original task needs. Zeigarnik assumed a strong emo- 
tional excitement would cause such a general rise in tension. 
Experimentally, she created emotional states with a resulting 
quotient of slightly less than 1. The result was the same for 


18 Mary Henle, “An Experimental Investigation of Dynamic and Structural Deter- 
minants of Substitution,” in D. K. Adams and H. Lundholn, eds., Contributions to 
Psychological Theory (Durham 1942) p. 157. 

14 Kate Lissner, “Die Entspannung von Bediirfnissen durch Ersatzhandlungen,” in 
Psychologische Forschungen, vol. 18 (1933) pp. 218-50. 

15 Bluma Zeigarnik, op. cit. 
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subjects who were emotionally excited during the experiments as 
a result of their own life situation.’® 

Let us explore the construct of tension systems in the inner- 
personal regions in another direction. It has been assumed, and 
experimental evidence seems to corroborate the assumption, that 
the performance of a task which is seen as a goal by the person 
leads to a lowering of the level of tension in the system correspond- 
ing to that task. But what if a task is repeated many times? If 
we assume that this continued performance still leads to a lowering 
of the tension level in the system corresponding to the task, there 
are some interesting consequences: the system corresponding to 
the task may be represented as reaching a lower level of tension 
than the surrounding systems. 

Applying our first assumption about tension (that it corresponds 
to an intention to reach a certain goal), we see that a person in 
this kind of a situation should tend to turn away from the 
repeated tasks to other activities. “The constructs lead to more 
specific prediction: the person should tend to perform activities 
which are quite different in nature from the repeated task. This 
follows from our assumption that the tension systems correspond- 
ing to similar tasks are more proximal than those of dissimilar 
tasks, and from the fact that in the case of a single repeated task 
the tension level will be lowest in the system corresponding to 
the task, slightly higher in the surrounding systems whose tension 
has partially spread to the low system, and highest in the regions 
farthest from the low system. This tendency to perform activities 
quite different from the repeated task, has been the main result 
of satiation experiments, and is corroborated by our everyday 
experience.’ 

The scope of this paper prohibits an exhaustive study of the 
experiments dealing with systems in tension, rate of tension 
spread, degree of interdependence, and so forth. It is indicative 

16 Tbid. 

17 Anitra Karsten, “Psychische Sattigung,” in Psychologische Forschungen, vol. 10 


(1927) pp. 142-254; Jack Kounin, “Experimental Studies of Rigidity as a Function of 
Age and Feeble-mindedness,” in Character and Personality, vol. 9, no. 4 (June 1941). 
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of the productiveness of these concepts that they have proven 
useful in studying such diverse problems as differences in the 
psychological development of normal and feeble-minded individ- 
uals,'8 some aspects of conflict behavior,’® and the relations 
between frustration and regression.2® Recent work in social 
psychology by students of Lewin suggests that the concept of 
interacting systems with various degrees of interdependence may 
be helpful in understanding why some forms of organization 
are preferable to others in certain situations, differences between 
groups which present a united front and those which break down 
into many subparts, and some determinants of communication 
patterns in group life. 

The methods and results of the studies in recall and resumption 
of interrupted tasks may also prove useful in social psychology, 
for example, as a means of examining the power of a group to 
induce thoughts and actions on the part of its members. An 
experiment is now under way which compares people’s tendencies 
to resume a task when they are part of an interrupted group 
and when they are interrupted as individuals. It is hoped that 
by comparing different amounts of resumption and other behavior 
observed in these experiments with the subjects part of different 
types of groups with different types of leaders and group struc- 
tures, one will gain more insight into why certain group methods 
have been so effective in changing attitudes and behavior. 

We have had a glimpse of how concepts developed in the realm 
of individual psychology may be useful in studying social psycho- 
logical problems, and how this may lead to greater integration 
between the two fields. Let us now examine some of the prob- 
lems and experiments attacked by field theorists in group psy- 


chology. 


18 Jack Kounin, op. cit. 
19 Sara Fajans, “Erfolg, Ausdauer und Aktivitét beim Saugling und Kleinkind,” in 


Psychologische Forschungen, vol. 17 (1933) pp. 268-305; Tamara Dembo, “Der Arger 


als dynamisches Problem,” ibid., vol. 15 (1931) pp- 1-144. 
20 Roger Barker, Tamara Dembo, and Kurt Lewin, “Frustration and Regression,” 


in University of Iowa Studies in Child Welfare, vol. 18, no. 1 (1940). 
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Social research ideology, up until recently, has been dominated 
by the belief that important aspects of group life were not subject 
to experimental manipulation and observation.” It was held that 
what can be observed reliably is socially meaningless, and what is 
socially meaningful cannot be observed reliably. In the face of 
these attitudes, about eleven years ago, Lewin, Lippitt, and White 
carried out experiments on such nebulous-sounding variables as 
“types of leadership” and ‘“‘group atmospheres.” Fortunately the 
studies of group atmosphere have demonstrated that it is possible 
to make socially meaningful observations with high accuracy and 
with a degree of reliability which satisfies scientific requirements. 
Let us consider, for a moment, what some of the prerequisites for 
this advance in methodology were. 

The first prerequisite of a successful observation in any science 
is a definite understanding about what size of unit one is going 
to observe on a given occasion. In addition, the observer should 
perceive the units in their particular setting. ‘These concepts 
are of fundamental importance for social psychology. For a long 
time, we have misinterpreted the scientific requirements of analy- 
sis and have tried to observe as “small” units as possible. But 
there is frequently no way to distinguish between different possi- 
bilities of classifying an action if the observation lasts only a few 
seconds. Thus, if two persons, A and B, are running one behind 
the other, it may mean that either A is leading B or B is chasing A. 
Only by observation through a period sufficiently long to be 
appropriate to the size of an act does the meaning of the act 
become clear. 

Scientific observation depends upon correct classification as 
well as correct perception. Not only must the observer be trained 
to perceive in social units rather than physical units, but also 
the classificatory categories must be adequate to the natural social 
units of interaction. This obviously requires adequate theory. 


21 Dorothy Swaine Thomas, “An Attempt to Develop Precise Measurements in the 
Social Behavior Field,” in Sociologus, vol. 8 (1933) pp. 436-56. 
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Facts take their meaning from theory, and theory must be 
stimulated by, and be adequate to, the facts. 

The group atmosphere studies have been successful because 
the underlying theory has emphasized that a group is a dynamic 
or interdependent whole and that it would be fruitless to cate- 
gorize an action by a member of a group without reference to its 
social meaning. Further, the theory ascribes certain properties to 
groups which are important for analytic purposes: 


1. Structural Properties: (a) degree of differentiation, (b) degree 
of stratification, (c) type of organization, and (d) degree of unity. 

2. Dynamic Properties: (a) group goals, (b) group ideology 
(factors influencing goal-setting), and (c) ‘‘style of living” (means- 
end behavior). 

Other factors to be taken into consideration in characterizing 
a group include: the position of the group in the larger social 
field, the physical setting of the group, and the individual char- 
acteristics of the members. 

We are now ready to discuss the group atmosphere studies 
themselves.*?_ Four clubs were made up each containing five ten- 
year-old boys. They met for one-hour periods once a week for 
twenty-one weeks. The clubs were carefully equated on patterns 
of interpersonal relationships (Moreno technique and teacher 
ratings), intellectual, physical, and social-economic status, in addi- 
tion to personality characteristics. To control the “individuality” 
of the club as a whole, each group was studied in three different 
social atmospheres, seven weeks in each atmosphere. In this way 
it could be compared with itself. Four different club leaders, 
each one assuming several different types of leadership behavior, 
were used to control the effect of leader personality. The three 
types of social atmospheres created in the experiments can be 
characterized as follows: 

1. Authoritarian: all policy determination by the leader; tech- 


22 Kurt Lewin, Ronald Lippitt, and Ralph White, “An Experiment with Young 
People under Democratic, Autocratic, and Laissez-faire Atmospheres,” in Proceedings 
of the National Conference of Social Workers (1939). 
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niques and activity steps dictated by the authority without any 
given time-perspective; dictation by the leader of the work task 
and work companion of each member; leader was “personal” in 
his praise and criticism. 

2. Democratic: policies a matter of group discussion and deci- 
sion encouraged and assisted by the leader; activity time-perspec- 
tive gained during first meeting; leader functioned as a technical 
adviser leaving choice of method to members; members were free 
to work with whomever they chose; the leader was “‘objective’’ or 
““fact-minded”’ in his praise and criticism and tried to be a regular 
group member in spirit without doing too much of the work. 

3. Laissez-faire: complete freedom for group or individual deci- 
sion, without any leader participation; various materials supplied 
by leader; complete nonparticipation by leader otherwise. 

Observations of the club behavior consisted of (a) a quantitative 
running account of the social interactions of the five children 
and the leader, in terms of symbols for directive, compliant, and 
objective (fact-minded) approaches and responses; (b) a minute- 
by-minute group structure analysis giving a record of activity 
subgroupings, whether the activity goal of each subgroup was 
initiated by the leader or spontaneously formed by the children, 
and ratings on degree of unity of each subgrouping; (c) an inter- 
pretive running account of significant member actions and of 
changes in the dynamics of the group as a whole; (d) continuous 
stenographic records of all conversations; (e) an “impressionistic” 
write-up by the leader of what he saw and felt from within the 
group atmosphere during each meeting. All these observations 
(except “‘e’’) were synchronized at minute intervals so that side 
by side they furnish a rather complete cross-sectional picture of 
the outgoing life of the group. The average of the reliability 
coefficients for the various observations was .8o. 

In addition to observation techniques each child was inter- 
viewed during each transition period and at the end of the 
experiment; parents and teachers were also interviewed; and 
finally each child was administered a Rorschach. 
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These experiments yielded a mass of data, of which only 
selected portions will be summarized here. The observation 
techniques did succeed in recording distinct patterns of leader 
behavior in the three atmospheres. This is a very important 
result in that it supplies a technique for measuring and evaluating 
leadership. ‘The technique has been used to advantage in leader- 
ship training experiments with boy scout groups, in the army, 
and in industry. The results also showed distinct patterns of 
the children’s social activities toward the leader. And finally 
the interactions of the children themselves followed definite 
patterns. 

As the club meetings progressed, the authoritarian club mem- 
bers developed a pattern of aggressive domination toward one 
another, and their relation to the leader was one of submission 
or of persistent demands for attention.** ‘The interactions in the 
democratic club were more spontaneous, more fact-minded, and 
friendly. Relations with the leader were free and on an “equality 
basis.” Comparing the two groups on the one item of overt 
hostility the authoritarian group was surprisingly more aggressive, 
the ratio being 40 to 1. Comparing a constellation of “ego- 
involved” types of language behavior with a group of objective 
or “nonemotive”’ behaviors, it was found that in the authoritarian 
group 73 percent of the analyzed language was of the “ego- 
involved” type as compared to g1 percent in the democratic 
group. 

Twice during the course of the meetings of the authoritarian 
club the situation shifted from one of mutual aggression between 
all members to one of concentrated aggression toward one member 
by the other four. In both cases the lowered status of scapegoat 
was so acutely unpleasant that the member left the group, ration- 
alizing his break from the club by such remarks as, ‘““The doctor 
Says my eyes are bad. I'll have to play outdoors in the sunshine 


*8 Kurt Lewin, Ronald Lippitt, and Ralph White, “Patterns of Aggressive Behav- 
ior in Experimentally Created ‘Social Climates,’” in Journal of Social Psychology, 


Vol. 10, no. 2 (1939) pp. 271-99. 
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instead of coming to club meetings.” Following both these 
incidents, there was a rather brief rise in friendly co-operative 
behavior between the other members of the group. 

While in a first experiment by Lippitt, aggression in the 
authoritarian group was significantly more frequent than in the 
democratic group, in the second experiment (Lewin, Lippitt, and 
White) four out of five autocracies showed an extremely non- 
aggressive, “apathetic” pattern of behavior. Four types of evi- 
dence indicate that this lack of aggression was probably not caused 
by lack of frustration, but by the repressive influence of the 
autocrat: (a) outbursts of aggression on the days of transition to 
a freer economy; (b) a sharp rise of aggression when the autocrat 
left the room; (c) other indications of generalized apathy, such 
as an absence of smiling and joking; and (d) the fact that nineteen 
out of twenty boys liked their democratic leader better than their 
autocratic leader, and seven out of ten liked their laissez-faire 
leader better. The one boy who expressed a preference for his 
autocratic leader over his democratic leader was the son of an 
army officer. 

These experiments also yielded some interesting data about 
the cohesive and disruptive forces affecting group morale. ‘“Cohe- 
sion” here means working together for common goals, thinking in 
terms of “we” rather than “I,” and showing friendliness rather 
than hostility toward other group members. Using these measures 
it was found that morale was decidedly higher in the democratic 
groups than in the laissez-faire or either type of response to 
autocracy. It is interesting to note that one of the main psycho- 
logical factors causing low morale was the same for the auto- 
cratic and laissez-faire groups; both groups were frustrated by their 
psychologically restricted space of free movement. Neither group 
knew what it could or could not do. The children in the auto- 
cratic group were limited by the leader’s continual orders and 
refusal to indicate the purpose of group activities. Those in the 
laissez-faire group were limited by the complete lack of sugges- 
tions or directions from the leader. This similar psychological 
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effect of too many and too few orders serves as another warning 
against interpretations based on isolated units of behavior.** 

These group differences in morale were closely paralleled by 
differences in attitude toward, and productivity in, the group 
tasks. Consistent task-involvement and pride in the club con- 
structions was found only when boys were under a democratic 
leader. This was also the only situation where the boys remained 
at work during intervals when the leader left the room. When 
the laissez-faire leaders left, the boys were active, but not produc- 
tive. Chaos reigned during autocratic “leader-out” periods, and 
in several cases the boys attacked, and destroyed, the things they 
had just been building. 

The results and methods of the group atmosphere studies have 
opened up many new channels of investigation in social psychol- 
ogy. Impressed by the universal need for effective methods of 
changing attitudes and behavior, Lewin immediately set about 
applying the finding that in this culture, a democratic leader 
seems to be most effective in getting work done and maintaining 
group morale. In a series of experiments on food habits and 
methods of changing them, he compared the effectiveness of lec- 
tures and of requests as opposed to group decisions. In view of 
the implications such work has for democratic community func- 
tioning, two of the studies will be mentioned very briefly. 

In the first experiment, three pairs of groups of different eco- 
nomic status were subjects. Groups with low, middle, and high 
income were given lectures on the use of such foods as hearts, 
kidneys, and brains, and the equated groups were led to a decision 
to use these foods. The experiments were conducted during 
the war, with the aim of inducing greater consumption of these 
meats. The information and appeals in both methods had the 
same content. The lecture and group decision were each limited 
to thirty minutes. A check-up after seven days showed that when 
the nutritionist functioned in a group-decision setting, the changes 


24Ronald Lippitt, “An Experimental Study of Authoritarian and Democratic 
Group Atmospheres,” in Jowa Studies in Child Welfare, vol. 16, no. 3 (1940). 
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were definitely greater than when this same nutritionist simply 
delivered a lecture.” 

It should be emphasized that the procedure here is not merely 
a group discussion, but a discussion leading to a decision. In this 
particular version the decision is not a group resolution. It is 
a decision by the individual concerning his own action, made in a 
group setting which gives the incentive for the decision and 
reinforces it.*6 

The second experiment was concerned with the effectiveness 
of different methods of setting a group goal, that is, by request 
or by group decision. Eight co-operative dormitories at the 
University of Iowa were grouped into four pairs, each pair being 
matched on the basis of similar percentage consumption of whole 
wheat bread at the start. One of each pair was to make a group 
decision as to what percentage consumption of whole wheat bread 
(out of total bread eaten) they would set as their goal, and the 
other was presented with a request to eat the same percentage as 
their counterpart had decided upon. ‘The request for group 
decision and the request per se were both set in the same context 
of nutrition and the war effort. 

Results corroborated the previous findings. The group decision 
was followed by a greater increase in the percentage of whole 
wheat bread eaten than was the request. In the more favorable 
attitude which the group decision appeared to create, the individ- 
ual’s wish to co-operate was more independent of his personal 
likes and dislikes. However, in one case where the group-decision 
method set a high goal based upon too small a majority, there was 
a “‘kick-back” that made the outcome appear even less favorable 
than that of the request method. ‘These results must also be 
qualified by the admission that in some of the dormitories where 
group decisions were made, the enthusiasm of student waiters 


25 Kurt Lewin, “The Relative Effectiveness of a Lecture Method and a Method 
of Group Decision for Changing Food Habits,” Committee on Food Habits, National 


Research Council (1942) mimeographed. 
26 Kurt Lewin, “Forces behind Food Habits and Methods of Change,” in The 


Problem of Changing Food Habits, National Research Council Bulletin 108 (1943). 
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ran so high that they brought only whole wheat bread to the 
tables.?* 

The scope of this paper does not permit presentation of more 
empirical material demonstrating changes in attitudes and action. 
It should be noted, however, that the techniques applied in the 
two studies reported above have been used successfully in such 
diverse settings as the army and industry, in training scout leaders, 
teachers, and social workers, and in motivating research personnel. 

Lewin was extremely interested in the practical effectiveness of 
these techniques as a possible means of improving general social 
conditions. Asa scientist, however, he was aware that no adequate 
understanding of these apparently useful tools could be achieved 
without the construction of a coherent theory. In order to gain 
some idea of the type of concepts he found useful in relating the 
phenomena of social change, we will examine briefly his ideas on 
social equilibria. 


IV 


In keeping with his general assumptions about the value of a 
systematic as opposed to a historical approach, Lewin begins his 
theoretical treatment of the problem of social change with a 
characterization of the present condition. ‘The status quo, 
according to Lewin, is not a static affair, but a dynamic process like 
a river that flows on but still keeps a recognizable form. He 
borrowed the term “quasi-stationary equilibria” from physics to 
apply to such on-going processes, which are kept at their present 
level by fields of forces preventing a rise or drop. The process 
is conceived as always tending to shift toward the level where 
the forces from above are equal to those from below. ‘Theoreti- 
cally, these fields of forces might be of constant magnitude at 
all levels, or they might have different magnitudes at different 
levels—resulting in a gradient. If one is interested in changing 


°7 Ben Willerman, “Group Decision and Request as Means of Changing Food 
Habits,” Committee on Food Habits, National Research Council (1943) mimeo- 
graphed. 
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the level of some social process, knowledge of the exact nature of 
these force fields would be a great asset. Investigation might 
show, for example, that the force field actually takes the form 
of an unstable equilibrium, and that a slight “push” in one or the 
other direction will send the process to a new and more stable 
level.?* 

At least one suggestive derivation can be made if we co-ordinate 
the concept of tension systems to quasi-stationary equilibria. 
It can be seen that if one attempts to change the level of a quasi- 
stationary process by exerting strong driving forces against an 
increasing gradient of counterforces, high tension will result. 
Now very high tensions, created by strong frustrations, have been 
found sometimes to result in very unpredictable actions and even 
regression on the part of the person under this strain. Therefore, 
it may be that when facing this type of equilibrium, a more effec- 
tive method of inducing change is to concentrate on reducing the 
restraining forces against change rather than on setting up strong 
contradictory driving forces. 

Just how helpful these concepts are for developing practical 
methods of changing group attitudes and group action cannot, 
as yet, be seen. In any case, the studies in social change represent 
work in only one of a number of research areas opened up by 
the group atmosphere studies. Another problem which has been 
subject to preliminary investigation at the New School for Social 
Research is the question of just what aspects of the physical and 
social environment, and of individual motivation and adjustment, 
play an important role in determining who will try to assume 
leadership when a number of previously unacquainted people 
are confronted with a task which requires their co-operation? 
Skill at the task seems to be one factor. It also appears that in 
some situations, the more personally insecure members of the 
group tend to vie for position of leader. 

Lewin predicted that group experiments would become impor- 


28 Kurt Lewin, “Frontiers in Group Dynamics,” in Human Relations, vol. 1, nos. 1 


and 2 (1947) pp. 1-41, 143-53- 
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tant for studying ideologies or changes in culture, and might even 
become a useful technique for studying normal and abnormal 
personality and for bringing about personality changes. Most 
of these expectations have been fulfilled to some degree. Perhaps 
the group experiment will, as he hoped, become the meeting 
point for experimental psychology, experimental sociology, and 
experimental cultural anthropology. 

On all sides one hears, “If only the social sciences would catch 
up with the physical, we might make a decent place out of this 
world of ours.” Whether psychologists and sociologists are going 
to be part of the kind of advance marked in science by a steam 
engine and an atom bomb is a matter of great uncertainty. One 
thing, however, is certain. The brilliant results of first experi- 
ments will be of little value to anyone unless progress in theory 
keeps pace with developments in technique. 








AMERICAN POLICY IN SOUTHEAST 
ASIA 


BY RUPERT EMERSON 


I 


= Asia today confronts Americans squarely with the 
issue whether we are still able to encourage, or at the least to 
stomach, revolution. If our general heritage leads us to look in 
a kindly way on the revolutions of the underprivileged and their 
claims to freedom, more recent turns of fate have led us to 
embrace conservatism. We want, surely, an ordered progress in 
the world, but not one which too radically disturbs the founda- 
tions of the existing scheme of things. It is unquestionably revo- 
lution in one or more guises which faces us in Southeast Asia, and 
revolution has in it overtones and undertones of that most sinister 
of contemporary words: “subversive.” 

The broad outlines of the revolutions which are in progress in 
Southeast Asia are not difficult to discern, although there may 
well be disagreement as to the relative importance of the several 
forces which are at work and as to the nature of the equilibrium 
which they may attain. I should myself place first the demand. of 
nationalism for an abrupt end to the colonial system and the 
insistence on a status of full equality. Second, there is a demand 
for a rise in living standards presumably to be derived from a 
modernization and diversification of economic life. Last, there 
is the demand for internal social, political, and economic freedom, 
but it is gravely open to doubt whether this demand can at the 
present time, in terms of its mass appeal, be equated with the 
drives toward national independence and improvement of material 
conditions. 

It is perhaps too obvious to require comment that these revolu- 
tions come to fruition at a time when the world is increasingly 














the 
t to 
k in 


heir 


5s to 
$s in 
nda- 
evo- 
and 
ister 


s in 
may 
eral 
jum 
dL. of 
the 
and 
m a 
rere 
om, 
the 
the 
rial 


olu- 


igly 


5 











AMERICAN POLICY IN ASIA 485 


sharply divided between two superpowers, each of them jealous 
of any gains made by the other in any corner of the earth. Instead 
of being able to concentrate on the already staggering problems 
confronting them, the Southeast Asians must constantly watch the 
intrigues of the major suitors for their favor and contemplate the 
unhappy choice of either taking sides in the threatening global 
warfare or of maintaining uneasy neutrality at the risk of being 
overrun by one or another of the contestants. 


II 


A recent writer states: ““The ultimate aim of our foreign policy 
in Asia has never been in serious question: to halt or reverse the 
catastrophic Communist advance which has already conquered 
China and which today threatens Korea, Formosa, Indochina, the 
Philippines, Malaya, Burma, and ultimately all of Asia.”? If 
this be in fact the ultimate aim of our policy (and it is at least a 
recognizable caricature of it), then I am strongly inclined to sug- 
gest that its obvious negativism and its gift of the initiative to 
Moscow in all probability spells our doom. 

The communist threat is both real and immediately urgent. 
To meet it we must be prepared to guard against armed aggres- 
sion, as we have demonstrated our readiness and ability to do 
in Korea, and we must keep a watchful eye on the dangers of 
internal communist putsches; but we must not let ourselves 
become the prisoners of our hostility to communism. It is to 
flatter the communists too greatly to accord them the status of 
being the major and central enemies. The essential enemies, 
without the conquest of which we can win no long-run victory, 
are unfreedom, poverty, and ignorance. The evidence available 
indicates clearly that communism secures a hold upon the masses 
when it succeeds in putting itself across as the champion of the 
people against these enemies and when it can effectively label its 
Opponents as instruments of reaction and imperialism. We tie 


1 Karl A. Wittfogel, “How to Checkmate Stalin in Asia,” in Commentary, vol. 10, 
no. 4 (October 1950) p. 334. 
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our hands completely and stultify all our actions if we fail to 
recognize that in the eyes of the Southeast Asians it is not the 
communists who are the enemy but precisely the things which 
the communists profess to be fighting. 

We must not drift, as we have tended to drift, into the posi- 
tion that everything which communism endorses is therefore 
necessarily evil; on the contrary, it is vital to be aware that much 
which the communists profess to offer, and which makes their 
cause appealing, not only meets the felt needs of the Southeast 
Asians, but is actually embraced within our own creed. It is 
plausible to think that, instead of concentrating on the unpersua- 
sive cause of a war on communism and all its works, we would 
do better to study its theory and practice and see what it is that 
gives it such hold as it has. In brief: what have the communists 
got that we haven’t got, and what can we learn from them which 
will enable us, within the limits of our basic principles, to 
accomplish more effectively the tasks ahead? 

The hold of the communists comes, it would seem, from several 
interrelated factors. They have at least the facade of springing 
from the native soil. They explicitly endorse revolution at a 
time when revolution is in the air. They lend their backing to 
the most extreme version of the nationalist movements. ‘They 
take as their foundation stone the attack upon poverty, illiteracy, 
and backwardness. And, by no means of least importance, they 
stand for action, perhaps violent, but organized, directed, and 
purposeful, and have behind them not only the record of the 
USSR and China but also, of marked local significance, the leader- 
ship of many of the resistance movements, to show that they mean 
business and can produce results. 

Aside perhaps from small and devoted conspiratorial groups, 
it is evident both that Southeast Asians are not attracted to com- 
munism by their love for Marxist theology and that there are 
many elements in their traditional religious, cultural, and social 
systems which work strongly against communism. What makes 
communism attractive is that it professes to offer what people 
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want. We may be able to counter it as far as the battle of words 
is concerned, not by direct attack on communism itself, but by 
emphasis on the threat of communist imperialism in the sense of 
a new and more drastic alien rule, but in developing this theme 
we must be amply aware that the communists have played their 
cards adroitly in at least giving the outward appearance of pro- 
moting and working through indigenous groups. Certainly for 
the bulk of the Southeast Asians what we see as the blackest marks 
against communism are matters of relative indifference to them. 
The lack of civil liberties, arbitrary administration and even 
dictatorship and totalitarianism are not evils which strike great 
terror into the hearts of peoples who have had little, if any, con- 
tact with democracy and civic freedom and who live only margin- 
ally this side of starvation. 


III 


The primary demand of the Southeast Asians is to get out from 
under the colonial system and establish their equal independence 
in the world. It may be, as some observers have concluded, that 
they are ready and even anxious to temper their new-found sov- 
ereignty on a generally reciprocal basis by accepting extensive 
obligations arising from membership in international organiza- 
tions, but it appears certain that they will not be satisfied with 
merely the forms and trappings of independent equality. The 
days when Southeast Asia could be regarded as the passive object 
of the colonial and diplomatic policy of the Western powers are 
far behind us. Nehru, Romulo, and other spokesmen have not 
hesitated to make it clear that there must be a radical breach with 
the long-established diplomatic tradition by which decisions con- 
cerning Asia are made by Western statesmen in Washington, Lon- 
don, or Paris without the participation of Asians. Indeed, as a 
long series of debates at Lake Success has shown, the leaders of 
Asiatic countries are prepared vigorously to press the demand for 
an equal share in the process of making decisions for the world 


at large. 
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For the United States, apart from this necessity to reshape its 
ideas regarding the role of Asia in world society, the challenge 
of the newly-arisen nationalisms is likely to make itself felt at 
three major points. The first and most obvious is the direct 
onslaught on the imperial powers; the second is how we will con- 
duct ourselves toward different types of nationalism which may 
appear in the area; and the third, and perhaps most complex of 
all, is how we will make our technical assistance and economic aid 
effective without trampling on the touchy toes of national 
sovereignty. 

In relation to the first of these the United States got off to a 
good start in its grant of independence to the Philippines, even 
though some of the surrounding circumstances left much to be 
desired; and we followed something of a middle course in our 
entanglements with the rise of Indonesia. It is in Indochina 
that we have become most seriously involved. Having com- 
mitted ourselves to France and Bao Dai, we are easily subject to 
the charge of being lined up with the French military against 
what many see as the clear majority sentiment of the Vietnamese. 
In its crudest formulation it might be said that we have come to 
the point where, in order to save the Vietnamese from communist 
imperialism, we are pledged to aid their imperial masters in 
liberating them by force from a regime which they appear to 
prefer to available alternatives. The contrary choice of backing 
Ho Chi-minh and bringing pressure upon the French to yield 
gracefully would certainly have been a difficult and risky one; 
but there is much evidence to support the thesis that in backing 
France and Bao Dai we are not only, as in China, on the losing side, 
but are also prejudicing our general standing in the eyes of all of 
nationalist Asia. If our decision was based on the priority of 
Western Europe over Asia, we obviously cannot expect any large 
measure of Asian sympathy. If it was based on anticommunism, 
then we cannot expect much popular support, particularly when 
it places us in opposition to national sentiment. While we may 
be prepared to use almost any stick to beat a communist, it is 
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likely to make an overwhelming difference to the Southeast Asians 
which sticks we actually use. In sum, whatever our reasons, any 
American policies which can plausibly be labeled as antinationalist 
or proimperialist will cost us heavily in Asia. 

The second point raises somewhat more subtle issues. So 
long as the struggle against the colonial power is being carried 
on, there is likely to be a large measure of unity of national forces 
and movements. Once that struggle is won, unity tends to dis- 
integrate and the provisionally concealed internal disunity takes 
over in a new conflict, peaceful or violent, as the case may be, 
to determine which persons and groups and which set of opposing 
ideals and ideas assumes comraand from the colonial authorities. 
In so far as we continue to play an active role in Southeast Asian 
affairs it will be necessary for us to make hard choices among the 
several contenders for power. ‘To what extent should we be 
prepared to give support to any regime which succeeds in estab- 
lishing itself? For reasons too numerous to explore here, there 
will be a strong tendency for the forms of democracy, if preserved 
at all, to give way to the substance of centralized one-party rule 
and for freedom of enterprise to be submerged in a continuous 
extension of state control and activities. Furthermore, national- 
ism, even though it always contains a strong democratic element 
arising from the inescapable reference to the people of whom 
the nation is composed, contains also elements derived from 
national history, tradition, and culture which may be sharply anti- 
democratic and anti-Western as well. The general populace has 
only the scantiest acquaintance with the modern world, and the 
trained and experienced leadership which has been seriously 
exposed to Western ways of life and thought constitutes a shock- 
ingly thin layer at the top. It would be wholly amazing if there 
were not to be significant attempts to make either a straight- 
forward or a demagogic appeal to the masses, perhaps largely in 
religious terms, to turn back to their old traditional roots and 
repudiate the new and alien world which is being thrust upon 


them. 
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It may be that we can escape direct embroilment in the internal 
political affairs of Southeast Asia, but if we are going to continue 
and expand aid programs we cannot escape decisions on whether 
particular regimes are, in the light of our general purposes, 
fitting collaborators in building the kind of world we want to 
see. Even assuming that this decision is favorable, there remains 
the third point which I have suggested: how are we going to secure 
reasonable assurance that the aid which we are proffering will 
achieve something approaching maximum results, will not be 
utilized largely to bolster up the dominant group or class, and 
will not leave behind it more bitterness and disaffection than 
was already present? The examples of the Philippines, of South 
Korea, of China, and many other areas prove up to the hilt the 
need for watchful and expert guidance. 

The dilemma can be simply stated. Nationalistically the peoples 
of Southeast Asia want to be left alone to shape and run their 
own systems. They also want a large and speedy installment of 
material improvement and a broadening of their spiritual hori- 
zons in the sense of mass education and closer contact with the 
methods and results of Western science. ‘Theoretically these 
desires might be met by a continuation or reimposition of Western 
control, but the nationalist revolt against colonialism indicates 
a fervid lack of faith in the ability of colonialism to produce the 
results which it sometimes claims to pursue. It would be equally 
unrealistic to expect that the desired results would be forthcoming 
from uncontrolled grants of financial aid and technical assistance. 
Creative thinking and planning is nowhere more needed than in 
the realm of devising means to close the menacing gap between 
the justified claims of nationalism and the need for extensive 
Western aid and guidance. In relation to similar problems aris- 
ing in Latin America the United States has itself devised 
approaches and institutions which have proved their utility, the 
International Bank has devoted much attention to the problem, 
and the United Nations technical assistance program is exploring 
new paths. An exciting realm of discovery still lies ahead. 
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IV 


Two extremes of American policy may be stated to be promptly 
discarded but still to serve to set the limits within which we can 
operate. One, stemming from the habit of regarding Southeast 
Asia as a colonial or quasi-colonial area, is to assume that we have 
more or less free rein to intervene at our pleasure, while the other 
is to cling rigidly to the traditional doctrine of nonintervention. 
Neither will do. 

It is ruinous to approach Southeast Asia with any assumption 
that we are coming as superiors bestowing benefits from the store 
of our great charity. On the other side we must be aware both 
that we cannot achieve our own purposes without some basic 
revision of the nonintervention doctrine and that our adherence 
to the doctrine is not shared by the communists who unceasingly 
intervene by adroit manipulation of indigenous groups and 
leaders. 

The most significant and fundamental element in our approach 
to the problems which Southeast Asia poses is perhaps to come 
to an understanding of the fact that we are seeking collaborators 
in building a world which, according to our lights and principles, 
will further peace and progress. The central world instru- 
mentality to that end is the United Nations and the Specialized 
Agencies associated with it. The negativism of anticommunism 
must be replaced by the positive goals which we ourselves accepted 
in signing the Charter, and UN presents us with a machinery 
ready at hand through which collaboration on equal terms can 
be secured and the evils of imperialism avoided. For that large 
segment of the problem for which the channels of UN and its 
associated agencies can be utilized, we must be ready to abandon 
unilateral action and give substance to our reiterated claim that 
UN has become the cornerstone of our foreign policy; for the 
remainder we must seek, in humility, to put our creative imagi- 
nation to work on the question of devising new means of inter- 


course between free peoples. 








THE ELEVENTH WAVE 


Baltic Shores and the Russian Tide 


BY PILTTI HEISKANEN 


Oy: stormy day on the Baltic Sea the population of a small 
village, gathered on the shore to discuss the prospects of night 
fishing, saw a large object in the water. It was still too far away 
to be recognized, but as it came closer, at first one and then 
another person in the group started guessing what it might be. 
Each wave lifted the form into the view of the observers, but 
between waves it disappeared, emerging again with the next wave 
and always a little nearer. Just when it appeared certain that 
the next wave would toss the object up on the sandy beach, the 
tide turned. A few short waves rocked it gently, until finally a 
white and angry wave—the eleventh—took firm hold of the object 
and lifting it on its foamy shoulders deposited it contemptuously at 
the very edge of the shore. 

The villagers looked down on the naked body of a Kirghizan 
soldier, his long black pigtail still neatly tied, his slanted eyes 
open and staring at the blue hemisphere, which curved over the 
turbulent landscape like a lid over a sick eye. ‘They saw too 
that the man had a bullet hole in his back, shot there probably 
because he had refused to be shot at from the front. Lenin’s 
machine guns behind him, forcing him against the cannon of 
the disillusioned and rebellious sailors of Kronstadt, had left 
him little choice. ‘The villagers buried the soldier in the forest 
above the yellow beach. Years later, I happened to ski past his 
grave one bright March day. A red tulip had pushed through 
the melting snow, as if it had mistaken our northern forest for 
a piece of the Kirghizan desert at that season in full bloom. 

The changeable, somewhat hesitant behavior of the waves in 
bearing the soldier’s body to shore symbolizes in a way the 
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manner in which knowledge of the real aims and nature of 
Stalinism has spread and is still spreading over the world. Coun- 
tries close to the scene of the birth of Soviet communism from 
the beginning regarded with misgivings the Soviet practice of 
ruthless and systematic elimination of its opponents, while more 
distant lands, lacking the proof of actual experience, were slow 
to believe that a nation could so violate the tenets of human 
decency. The big eleventh wave, which washed over Baltic 
shores so early in the game, touched remoter shores with full 
force only with the outbreak of the Korean war and Mr. Malik’s 
flood of explanatory words before the United Nations Security 
Council. 

Among those who first felt the practical application of the 
Soviet doctrine were the 15,000 Kronstadt sailors who asked why 
their fathers and brothers in the villages had been shot. ‘They 
were answered bluntly by flying steel and lead. In March 1921 
they revolted against the “false Communists who set worker 
against peasant and peasant against worker.” For ten days the 
small Finnish fishing villages watched Kronstadt burn and fight, 
as the sailors who had been the most ardent supporters of Lenin 
in the revolution turned against him. When the battle was 
over, a dark herd of 6,600 sailors spilled onto the bluish ice of 
Kronstadt Bay, fleeing to exile in Finland. It was that spring 
that the waves carried the naked body of the Kirghizan soldier 
to Finland’s shore. 

The Scandinavians, the Finns, and the Balts, who inhabit most 
of the Baltic shores, have from the beginning found Soviet claims 
of democracy and peaceful aims ridiculous. The Soviet Union’s 
program of slavery and war was always too obvious to be over- 
looked by her neighbors, who considered Lenin’s dogma of the 
brotherhood of man through Soviet communism just as fantastic 
as the gospel of another Russian false prophet, Rasputin, who 
urged the Russians to humble themselves through committing 
sins deliberately. When a large part of the world was clinging 
to a policy of ignorance and isolation, the Baltic countries were 
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learning at first hand that the Soviet doctrine of world conquest 
meant precisely that. 

My own personal experience with Russians ranged from an 
argument with the woman who accused me of smoking, at the age 
of two, to a more serious encounter with the Red Army during 
the Winter War. Leningrad was only fifteen miles from my 
home and the fortress city of Kronstadt less than that. A string 
of batteries built on artificial islands stretched across Kronstadt 
Bay, protecting the big city from attack by sea. Lying on the 
yellow sand, I often observed the time intervals between the 
flash, the splash, and the boom of Soviet cannon practice, far 
more concerned about an approaching physics class than the real 
meaning of the shooting. It was a rare summer day that the 
windows of my home were not rattled by the Soviet cannonade, 
and something was missing from the winter nights if the wind- 
mill of a Kronstadt searchlight was not sweeping the sky, never 
baring a single one of the dozen or two planes of the Finnish 
air force, but only betraying Russia’s bad conscience. 

The Iron Curtain was to us on the border an early reality. 
During World War I my mother took me to visit in Russia. I 
returned the same day, bringing with me a picture of the toll 
bar at the border, closing after us as we crossed back into Finland. 
Significantly, that was the only permanent memory of my visit 
and I never had a chance to add to it, for though I lived for 
almost twenty years on the border, I never crossed it again. 
The Bolshevik revolution marked the beginning of the Iron 
Curtain era. For all practical purposes, here was the edge of the 
world—a world in the shape of a pancake as the early scientists 
had believed it to be. They believed, too, that ships which sailed 
too close to the edge would fall over it into space. And, indeed, 
all through the 1920’s and 1930's fishermen from the border 
villages of Finland disappeared just as completely as if they had 
stepped off the earth. Arrested and taken to the Soviet Union, 
they were held on charges of espionage, just as Swedish fishermen 


are today. 
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My first encounter with a Bolshevik was in 1917 when a group 
of men with red armbands visited my home. Pointing his bayonet 
at my mother, and supported by the other men, one of them 
demanded and got our horse. This little incident of six armed 
men versus one unarmed woman and four small children typifies 
the problem of the Baltic area. The question is basically still the 
same: how to stop the man with the bayonet so that one may 
keep his own horse. 

To convince the peoples around the Baltic Sea that she renders 
more than lip service to the cause of peace, the Soviet Union will 
have to prove that the Russians are not a menace to all who 
have the bad fortune to live near them. For the struggle around 
the Baltic has been going on intermittently for centuries, though 
never before in accordance with such a sinister plan as that of the 
Soviet rulers. Russia has usually been the one to start the conflict. 
But where there is conflict, there is also resistance, and in this 
the Swedes, the Finns, and the Danes have been most successful, 
perhaps because the Baltic Sea has given them a measure of 
protection. 

In their attempts to conquer the land around the Baltic Sea, 
the Russians have attacked Finland time and again. Of the three 
hundred years following the discovery of America, about seventy- 
five were war years for Finland—not counting small raids—and 
the Karelian Isthmus was usually the gateway. Large areas of 
the country were often laid waste, for the enemy had to fight 
for every advance it made. ‘The Finns have always fought the 
invader even when there was no hope of success, believing 
with one of their poets that “more lovely than to live a 
Slave is a death on the gallows-tree.’”’ They have never been 
slaves. But people in the border regions had to grow hardy to 
survive at all. In 1555, seven hundred of them, fitted out with 
their everyday equipment for hunting—skis, knives, and bows 
and arrows—defeated 3,500 invading Russian foot soldiers. The 
snow was deep and there is no record of any of the Russians 
being able to wade back to tell what happened. The lack of 
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information was of no great importance: as so often before and 
since, silence was far more eloquent than words. 

During the century of peace that preceded the Bolshevik revolu- 
tion, traffic on the Karelian Isthmus went both ways, showing 
that there could be a basis for co-operation. Russians spent their 
summers on the Isthmus and Finns worked in St. Petersburg and 
Kronstadt. One of the more frequent visitors to Finland was 
Lenin, who took refuge there from the czarist police. He sought 
and found it for the last time in the summer of 1917, just as 
Kerensky found it in the fall of the same year, and as did tens 
of thousands of noncommunist refugees during and after the 
Bolshevik revolution. 

Today the Baltic area presents, in miniature, the political 
struggle between the West and the East. The eastern shore of 
the Baltic proper is under Soviet rule. Five and a half million 
Estonians, Latvians, and Lithuanians, who had only two short 
decades of independence in which to strive toward dignity and 
a better life, again feel the full burden of ruthless Russian 
politics. Over a million and a half members of these Baltic 
peoples are believed to have been deported to Siberia and other 
remote areas of the Soviet Union. ‘Their land has been turned 
into one vast garrison. Called “safety zones” by Soviet propa- 
gandists, the three small Baltic states are being prepared as 
stepping stones to further conquest. 

To the west of this unlucky shore lies the Baltic Sea with its 
islands and lagoons, with its ice in winter, its ever-rising shores, 
and its slightly salty water. At its southern end is the Danish 
island of Bornholm, surrounded by water reputedly so soft that 
each spring the Finnish girls used to give their sailor beaux their 
silken scarves to be washed there. West of Bornholm are the 
other Danish islands and Jutland, which guard the outlet to 
the North Sea. With Sweden to the north, Denmark forms the 
western shore of the Baltic. These two countries represent the 
independent world in this area, menaced but determined to 
remain free. Denmark looks for help from the North Atlantic 
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Pact countries, while Sweden believes her best course is that of 
military neutrality. ‘Threatened by rocket launchers across the 
Baltic, Stockholm is nervously digging shelters for a quarter of a 
million persons, and blasting out caves in the coastal cliffs to 
hold and protect Swedish warships. 

Between Sweden and the Soviet Union lies Finland, hugged 
by two large gulfs to the west and south. By tradition and 
preference, Finland belongs to the West, but pressure from the 
East partly neutralizes this western influence, and as has hap- 
pened so often before, Finland has become an outpost against 
the East. Albeit the target of military, political, and economic 
attacks by the Soviet Union, Finland, alone among all of Russia’s 
prewar European neighbors, has survived as a free country, 
profiting by her past experience in working against long odds. 
She has not lost heart or faith in the future. 

One of my earliest childhood memories is the fragrance of 
the perfume worr. by the well-to-do Russians who summered 
near my home. Soon after the revolution, this fragrance was 
supplanted by the smell of American lard which was part of the 
Hoover rations given to the refugees from the Bolsheviks. 
Doubly impressive because of my own diet of bark bread and 
cow fodder, this new smell was for me the first concrete evidence 
of the existence of the United States. In the memory of many 
a person in the Baltic area today the smell of American food, 
symbolizing and promising American help wherever and when- 
ever it is needed, competes with the sweet but evanescent 


fragrance of communist promises. 











INTERNATIONAL ORGANIZATIONS 
AND CONFERENCES* 


Notes of an Observer 


BY ARNO G. HUTH 


x experience of the United Nations and its Specialized 
Agencies has been highly gratifying in many respects. Faith and 
enthusiasm inspired the statesmen who established these organi- 
zations; a deep understanding of their mission, a high degree of 
knowledge and international experience on the part of both 
Secretariat members and delegates has made it possible to achieve 
remarkable results, despite the most adverse conditions. Even in 
the face of the present:crisis, we should not forget the many 
actions that are a credit to the United Nations and the Specialized 
Agencies, such as mediation in critical areas where armed conflict 
was averted or halted, or the substantial accomplishments in the 
economic and social fields. No informed person would seriously 
question that these actions have contributed to the improvement 
of the political situation, to the easing of tensions in many parts 
of the world. 

The United Nations is faced with graver and more complex 
problems than any other international organization has ever 
known. It has no less than sixty masters, and its officials, as 
“international civil servants,” must strive for complete objectivity 
in attitude and action—a most difficult requirement in the world 


* Eprrors’ Note—This article is an abstract of a paper prepared by Dr. Huth 
for the Eleventh Conference of Science, Philosophy and Religion, devoted to the 
discussion of “Foundations of World Organization” and held at Columbia Uni- 
versity, September 5-8, 1950. The paper, based on the experiences of the author 
in international organizations and at international conferences, will be printed 
in full in the Conference proceedings, scheduled for publication in 1951 by 
Harper & Brothers. 
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of today. Their task, as well as that of the delegates, is further 
complicated by the fact that there are many psychological, social, 
and linguistic barriers, in addition to the political and economic. 
Members of various races, nationalities, cultures, and religions 
react in various ways, and these immediate and frequently uncon- 
scious reactions influence the course of every debate. Moreover, 
the same. word, the same term, frequently conveys a different 
meaning to different peoples, and even the best translation may 
not provide the precise interpretation. 

The major obstacle, however, lies not within the international 
organization itself but in the governments of the member states. 
It is they who decide on the policy of the organization, restrict its 
action (in their desire to preserve national sovereignty), and limit 
its appropriations, sometimes to an extent that seriously endangers 
the efficacy of international programs. Neither the United Nations 
nor the Specialized Agencies have ever had sufficient financial 
means for the fulfillment of their ever-growing tasks; frequently, 
they have been unable to meet even their most vital obligations. 
None of the agencies has the necessary funds for study and research 
on a continuous basis, or for the professional advancement of 
personnel; although some efforts have been made in this direction, 
especially in the field of language instruction, it has not been 
possible to put into operation any major plan for the develop- 
ment of the skills and knowledge of all employed in these 
organizations. 

Compared with the budgets of some of the larger American 
cities that of the United Nations is incredibly small. It is tempt- 
ing to speculate how much might be achieved if the United 
Nations were not wholly dependent on government contributions 
(delays or curtailment of which can endanger its program), but 
could accept voluntary contributions from the people, made 
freely and without minimum limits. If only 10 percent of the 
citizens of the United States were to donate three dollars a year 
to the United Nations, its budget for 1951 could be doubled 
and its activities greatly expanded. 
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A major deficiency is the lack of an appropriate means of inter- 
national information and communication. The experience of 
the League of Nations proved that ownership and operation by 
the United Nations of a world radio network is indispensable. 
Currently, all international organizations are wholly dependent 
on the good will of national governments and_ broadcasting 
services, and are thus limited in their information activities. 

Another element is fundamental to the success of international 
organizations—the question of personnel. It is of the greatest 
importance that the members of both the Secretariat and the 
delegations possess the highest qualifications, which in this field 
mean much more than exceptional professional capacities. Basic 
requirements are character, integrity and moral responsibility, 
judgment, experience in international affairs, proficiency in 
languages, tact, tolerance, and a genuine will to cooperate with 
people of other races and nations. 

Given such high standards together with the need for so many 
thousands of international civil servants, delegates, and experts, 
the problem of securing adequate personnel is clearly one of 
major proportions. Its solution, moreover, is hampered at the 
outset by three persuasive factors: first, the inability of the United 
Nations to compete with private industry in the matter of salary; 
second, the reluctance of governments to send abroad their most 
competent officials and experts, whose services are needed at 
home; and third, the principle of “geographical distribution.” 
It is unquestionably desirable that as many member countries as 
possible should participate directly in the work of the permanent 
bodies of an international organization and especially in_ its 
secretariat. But the rigid application of this principle and the 
establishment of quotas for every member country has proved 
detrimental to the best interests of international organizations. 
In view of the extremely high qualifications demanded and the 
vital importance of the work, it is difficult to accept the fact that 
an outstanding specialist cannot be considered for a post because 
he is a citizen of a country whose quota is already filled, or that 
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an important position can remain open for a year or more because 
there is no qualified applicant from the “right” part of the world. 
No world organization can succeed in its tasks unless it is con- 
ducted by the most competent men regardless of citizenship. 

Granted, however, that an adequate number of highly qualified 
persons for international service could be secured. To what ex- 
tent does active association with the United Nations utilize 
and further expand the full potentialities of such persons? Not 
all those associated with the United Nations and UNESCO have 
sustained their initial faith and enthusiasm. Some of the best 
have resigned from their posts, leaving “unfinished business” 
behind them. Others, in private conversations, have admitted to 
disappointment. It might be fruitful to examine some of the 
causes of their resentment and attempt to analyze the present 
situation. 

In the first place, great expectations have been dimmed. Even 
those who were always skeptical secretly hoped that the United 
Nations would achieve, if not “peace on earth,” at least some 
kind of pacification which would eventually lead to peace. ‘The 
very fact that external factors, beyond the control of the United 
Nations, have prevented agreement on such issues as atomic 
energy and world disarmament, has been a cause of discourage- 
ment. But even if there had been more immediate political 
success, or the achievement of a better understanding between 
East and West, there would still be disappointment among the 
delegates and officials over the internal, organizational obstacles 
that make their work so arduous. Many of these obstacles are 
inherent in the rapid growth of the organization and in the severe 
budgetary limitations which make it impossible to apply effective 
remedies; others are characteristic of practically every large 
governmental agency. The following remarks should not be 
construed as criticism but as an effort to call attention to problems 
that must be solved if the world organization is to function with 
maximum efficiency. 

The machinery of international organization is necessarily 
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heavy, and with each additional member state it becomes heavier. 
The bigger the organization, the greater the risk that its work 
will be hampered by red tape, that more and more money will 
be needed for “unproductive” purposes. Sooner or later, the 
organization is threatened by an inflation of the administrative 
services that tend to dominate the whole structure in the interest 
of “co-ordination,” “supervision,” and, above all, “economy.” 
From the first to the last day of the fiscal year, everyone is con- 
cerned with the budget, for immediately after the adoption of 
one, plans are started for the next, which will prove to be just 
as unsatisfactory and limited as the one it succeeds. Frequently 
more powerful than the political, social, and cultural organs, the 
Budget Commission is often responsible for restricting initiative 
and enterprise, individual effort and activity. The real danger 
here consists in the frustration of the creative personality as new 
ideas, new projects, new programs, however valuable and impor- 
tant they may be, are rejected one by one by a commission whose 
principal aim is to cut appropriations, and whose members may 
not be in a position to appraise properly the real value of the new 
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proposals. 

Bureaucracy and budgetary limitations and all they imply not 
only reduce creative work and prevent long-range planning, but 
also impede flexibility, thereby making it difficult, if not impossi- 
ble, to keep pace with the rapid changes in the international 
situation or to cope with new problems and developments. Some 
of the best and most devoted servants of international organi- 
zations complain that they have “no time to think,” no time to 
study and to widen their knowledge, no time to do research and 
to keep informed of new developments in their own field of 
activity or in related fields. In other words, the professional 
growth of a man is halted when he is employed by an international 
organization, that is, at the very moment when intense intellectual 
development is needed for the fulfillment of an exceptionally 
complex task. 

The unremitting pressure of daily work, the continuous rush, 
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leave no time for the careful preliminary study that would so 
often facilitate a decision. Likewise, there is seldom time for an 
interchange of ideas and experience among the members of the 
Secretariat or between them and eminent experts outside the 
organization. Office and interoffice meetings are no substitute 
for intellectual intercourse. 

Despite all the obstacles of the present situation, despite the 
deficiencies noted above, men of courage and energy and intelli- 
gence continue to take a leading part in the work of the United 
Nations and its Specialized Agencies. ‘Tribute is due them and 
their able assistants and the countless unknown men and women 
who in offices and conference rooms throughout the world labor 
patiently to ease the tensions and to break down the material and 
spiritual barriers between peoples, to improve the standard of 
living, to strengthen peaceful relations, and to promote inter- 
national co-operation. 


II 


International conferences have undergone important changes 
since the beginning of the twentieth century. One of the major 
changes is that the work of technical and other nonpolitical 
conferences, which formerly were devoted primarily to matters 
of immediate concern, is today overshadowed and in many ways 
determined by political and economic considerations. Indeed, 
it has become increasingly difficult to limit any international 
conference to its assigned task. For instance, not one of the inter- 
national radio conferences of the past few years had on its agenda 
the problem of freedom of information, yet days and days were 
devoted to discussions of that very topic. None of the technical 
experts at the world broadcasting conference in Mexico City had 
any intention of talking about economics, but economic factors 
forced them to abandon the high technical standards they had 
originally and unanimously adopted in order to improve trans- 
mission and reception conditions. The majority of the countries 
were unable to assume the expense of changing or renovating 
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existing facilities, which would have been necessary to meet the 
new requirements. 

All fields are today interrelated and interconnected. Technical 
problems cannot be solved without taking into account economic 
and social problems; political decisions will not yield the expected 
results if the technical and economic conditions in the world 
today and in a particular area are disregarded. Likewise, it would 
be (and has been) a serious error to overlook the different levels 
of education and the social conditions in the various countries, 
and not to consider psychological factors, in particular the 
possible reactions of the populations facing new problems and 
developments. 

Consequently, those who are called upon to make important 
decisions should be aware of the many factors involved, and need, 
therefore, in addition to technical knowledge, a full understand- 
ing of the political and economic problems. All, without excep- 
tion, should be familiar with communications and especially mass 


communications. Experience has shown that in underdeveloped 
in one aspect 


? 


areas (and many countries are “underdeveloped 
or another) there is no possible solution of the current problems 
unless adequate communication facilities and a constructive use 
of the mass media enable a government or an organization to 
inform the population about the purpose of a new project, its 
problems, and its results. In many countries, public health, edu- 
cation, and social conditions cannot be improved, so long as 
there are no roads to transport doctors, nurses, and medical 
supplies, or to transport school teachers and building materials 
for schools, and so long as public opinion cannot be enlightened 
and old prejudices be overcome by means of public information. 
Here, radio could play a unique role, for it can reach native 
populations that are largely illiterate; radio facilities and 
appropriate radio techniques, however, are almost unknown in 
these areas. One of the great weaknesses of the Technical Assist- 
ance Projects and of the Point Four Program is that no adequate 
provision has been made for the use of the mass media, and in 
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particular of radio broadcasting to disseminate public informa- 
tion. (The UNESCO plans for underdeveloped areas concern 
almost exclusively basic education.) 


International conferences are no longer secret sessions attended 
by a few diplomats, but meetings open to the public or at least 
the press. This does not mean, of course, that vital issues are 
not being examined in private talks among the delegates con- 
cerned, but it does mean that a conference, following open dis- 
cussion of a matter, can modify or even reverse decisions taken in 
advance, and has often done so. 

Another important change is that quite a few international 
meetings, including those convened by governmental organi- 
zations, are not attended by government representatives but by 
prominent technical and legal experts who are supposed to act, in 
their private capacity, as representatives of their profession and 
on behalf of all countries. While their role is only an advisory 
one, their recommendations carry considerable weight, for the 
experts are less suspect of sinister political interests. 

Until recently, international organizations were generally not 
admitted to participation in conferences of government adminis- 
trations. Today, the United Nations, UNESCO, and several other 
groups are admitted as “observers” to conferences in which they 
are directly interested. Although they do not have the right to 
vote—a right which, for obvious reasons, they do not seek—and 
sometimes are not even permitted to submit proposals which have 
not been countersigned or sponsored by a national delegation, 
their moral prestige and their nenpartisan character have enabled 
them to exert marked influence. This is of the utmost importance 
since it allows international organizations to follow develop- 
ments in the various fields, to promote constructive proposals 
and actions, and to strengthen their ties with other international 
organizations as well as with national and regional authorities 
and with private groups. Moreover, the representatives of inter- 
national organizations, if competent, can give valuable advice 
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on the international aspects of many problems, ease tensions, and 
mediate in case of conflicts. 

International conferences are no longer pleasure trips for 
diplomats, but extended periods of hard and concentrated work. 
If the delegation consists of only one or two members, the task 
is particularly arduous; frequently, the delegate of a small country 
or of an international group has to perform the combined func- 
tions of chairman, vice-chairman, adviser, and even secretary. 

Unchanged, and even heightened in importance, is the key role 
of human relationships in international conferences. If ever 
patience, perseverance, tact, and understanding were needed, it 
is now, for without them all the knowledge, skill, and political 
prestige a delegate may possess are of little value. The solution 
of international problems relies heavily on the participation of 
delegates who not only know the rules of the game—for example, 
the technique of drafting a proposal and the complex procedures 
of submitting it at the right time and in the right way—but have 
had sufficient experience in working with different nations and 
races to enable them to sense in advance how a particular group 
is likely to react to a proposal, to learn to distinguish between 
those members who have a genuine desire for international 
co-operation and those who favor or obstruct such co-operation 
with an eye to national interests. 

The study of international conferences, of their functions and 
psychology, is of utmost importance. Much can be gained from 
observation of the attitudes and initial reactions of various nations, 
especially with regard to new proposals. Latin Americans, for 
example, tend to be either suspicious or extremely co-operative, 
depending on who introduces a proposal; if the suggested article 
or resolution favors international co-operation and takes into 
account the interests of the smaller nations, most of the Latin- 
American countries will give their enthusiastic support and will 
even insist on the strongest possible wording in order to stimulate 
prompt action. Members of the British family of nations, on 
the contrary, are more reluctant to commit themselves too firmly 
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and generally prefer a recommendation to a resolution or a 
legally binding article. France appears willing to sponsor, in the 
common interest, even those proposals that imply a certain limita- 
tion on sovereign rights, but only if the text is so drafted that it 
cannot be interpreted counter to the original intention of the 
conference. Soviet delegates generally distinguish themselves by 
a thorough knowledge of the questions under discussion, but 
their suspicion of any proposal that does not emanate from their 
own group and the rigidity of their instructions impede co-op- 
erative or constructive action on their part. Most encouraging 
is the response of “new” nations like India, Pakistan, or the 
Philippines, which send to international conferences some of 
their best people, outstanding specialists trained at leading scien- 
tific institutions; not only do they manifest a broad understanding 
of the economic, social, and technical problems that arise, but 
they are also eager to see them solved on an international plane. 

It is generally believed that there is only one line of “division” 
—that between East and West, with each side automatically block- 
ing the moves of the other. Whereas this may be true in the 
United Nations Security Council or in occupied Germany, it is 
certainly not true of conferences on economic, social, and technical 
affairs, where other divisions influence debate and decisions. ‘The 
big powers are opposed by the smaller countries, and frequently 
(but less openly) Americans by Europeans, Anglo-Saxons by 
Latins. 

Despite the fact that most delegates come to a conference with 
precise instructions from their governments, there is still con- 
siderable latitude for personal initiative and influence. Indeed, 
the personal element carries enormous weight. Time and again 
it has been demonstrated that a delegate who combines profound 
knowledge of the subject with tact, self-control, and especially 
respect and appreciation for the views of his fellow delegates, can 
alter the course of debate substantially. Almost every inter- 
national conference has been quick to recognize the leadership 


of outstanding personalities and experts. 
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Personal contacts, friendly conversation outside the conference 
room, frequently help to overcome suspicion and prepare the 
ground for agreement. In the nomination of delegates and the 
election of conference officers, personal as well as professional 
qualifications should therefore be considered. The work of the 
conference could gain considerably if the choice of chairmen were 
made primarily with a view to the qualifications of the individual 
and not with the purpose of securing representation for one 
country or another. 

Knowledge of the principal languages—English, French, and 
Spanish—is an enormous asset for a delegate, and especially for 
the chairmen of subcommittees or working groups which seldom 
have simultaneous translation systems at their disposal. More- 
over, no delegate should depend entirely on the interpreter; he 
should, on the contrary, be able to check the translation so that 
errors and misunderstandings may be avoided. 

The French and Spanish-speaking nations, in particular, attach 
great importance to the official use of their languages; it is 
for them a matter of pride and international stature. ‘The French 
cannot forget that for centuries their tongue was the only official 
language, the language of diplomacy the world over; they know, 
of course, that this will never again be true, but are anxious that 
French be recognized as langue de référence—that is, that in 
case of differences in interpretation the French text of a conven- 
tion or agreement should be considered the only authentic one. 
Latin Americans, on the other hand, will not (and frequently 
cannot) co-operate to the fullest extent until Spanish is admitted 
as an official and working language with rights equal to French 
and English. In the opinion of the Latin-American delegates, 
this is not only an act of justice since Spanish is so widely spoken, 
but also a necessary step because their countries do not yet have 
enough first-rate technical experts who can express themselves ade- 
quately in a foreign language. 

An enormous expenditure of time, and consequently of money, 
results from insufficient preparation. The lack of basic data 
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has, on occasion, made it necessary to defer major decisions until 
the essential information could be supplied. In some instances, 
the delegates are not furnished with the relevant reports and 
working papers until the very eve of a conference, when there 
is no longer time to study them with suitable care. It might be 
worth-while to hold preliminary unofficial sessions at which the 
members of the secretariat of the organization, in charge of pre- 
paring the conference, would inform the delegates of the latest 
developments and offer objective analyses of the problems involved. 
Such meetings would bridge the gap between one conference and 
another and would enable the delegates to start work with full 
knowledge of all factors involved. 

Because of the need for long and careful preparation mem- 
bers of a delegation, as well as members of the conference secre- 
tariat, especially translators and interpreters, should be appointed 
well in advance of a conference. Those who object that such a 
practice would be too costly should realize that extension of a 
conference over many months is much more expensive, not only 
for the organization convening but for the government of the 
host country and all the participating nations. 

These suggestions should in no way imply that an interna- 
tional conference can or should be rushed through. ‘Time is 
needed for the easing of tensions and the establishment of personal 
relations among delegates. Moreover, it has proved to be poor 
practice to set target dates fo. the submission of final reports and 
the closing of the conference. The discussion of deadlines which 
can rarely be met and the setting of new ones absorbs consider- 
able time. Also the target dates often find the conference in 
deadlock and the only “reasonable” decision is then to disband. 
Actually, perseverance and the will not to adjourn until a solution 
can be found is more likely to bring about compromise and 


agreement. 

Despite the fact that the principle of “open diplomacy” and 
“open discussion” has made great headway, there are still far 
too many closed sessions, closed even to delegates who do not 
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happen to belong to the “inner circle.” It is, of course, necessary 
to establish in every conference small working groups and to limit 
discussion temporarily to the members of these groups. But even 
working groups should admit other delegates as observers in 
order to avoid the charge of secretiveness. Again and again it 
has been proved that closed sessions arouse suspicion and tend 
to alienate the public whose interest and support are so badly 
needed for efficient performance of international conferences. 

The reform of international organization is a long and difficult 
task. The machinery of international conferences, however, 
could be easily improved if governments would change their atti- 
tude toward procedural questions and cease to insist on privileges 
which are no longer justifiable. ‘The appointment of more out- 
standing personalities and experts as chiefs and members of dele- 
gations would be a great step forward. Economists, social scien- 
tists, and communications specialists should be consulted for 
preliminary studies, as well as for actual conference work. When- 
ever possible, delegations should include students in international 
affairs to give them practical experience and training for future 
transnational activities. 

Il 

The lessons to be learned from previous experience seem obvious. 
A world organization should be not only a central office or a 
clearing house for governments, but also a manifestation of the 
desire and the determination of the peoples of the world to live 
and work together in order to survive, in order to improve present 
conditions, and to solve the many and complex problems faced 
by humanity today. But the foundations of a world organiza- 
tion are only partly spiritual and intellectual: without an effi- 
cient administration, without a staff comprising the most able 
people, without the assistance of prominent statesmen and econ- 
omists, political and social scientists, legal and technical experts, 
and without adequate appropriations and facilities, it can hardly 


succeed. 
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In conclusion, then, it would be well to recapitulate what 
constitutes the foundations of world organization: 

1. Faith in human progress and in the cause of peace without 
which mankind cannot survive. 

2. Enthusiasm born of this faith and of the conviction that 
international co-operation is indispensable if human progress and 
peace are to be achieved. 

3. Understanding of the aims and tasks, of the potentialities 
and limitations, of world organization, by its servants as well as 
by the public. 

4. Co-operation and confidence among peoples and govern- 
ments, essential for solving the problems that face the world today. 

5. Knowledge and experience, both professional and interna- 
tional, on the part of all those working for or connected with the 
organization, with qualification the sole consideration for 
employment. 

6. Study, research, and training, on a continuous basis, for all 
members of the secretariat, with emphasis on teamwork, the 
exchange of ideas and experience, and oven discussion of results so 
far achieved. 

7. Adequate financial means enabling the organization to fulfill 
its tremendous tasks and to expand its services whenever and 
wherever needed. 

8. World-wide communication facilities for making the aims 
and activities of the organization known throughout the world 
and for mobilizing public opinion. 

g. Freedom of information and free interchange of ideas 
designed to overcome the barriers of prejudice and ignorance and 
to promote better international relations. 

10. Unreserved support of the organization by the peoples of 
the world and their leaders. 
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MILLIS, HARRY A., and EMILY CLARK BROWN. From the 
Wagner Act to Taft-Hartley: A Study of National Labor Policy and 
Labor Relations. Chicago: University of Chicago Press. 1950. x & 
724 pp. $8.50. 

Until comparatively recently the United States had no positive 
national policy toward industrial relations. Employers at their own 
discretion, or as their economic interests dictated, could or could not 
bargain with their employees. Industrial relations between an 
employer and his employees were legally considered the private affair 
of the parties involved with which the federal government had no right 
to interfere. True, the Conciliation and Mediation Department of the 
government usually invited employers and unions to conferences for 
the purpose of talking over their problems, but both parties could 
politely ignore such government invitations. There was no policy 
supported by law which laid down the “rules of the game” in this 
field. 

When Congress did pass a law favoring labor unions by prohibiting 
employers in interstate commerce from discriminating against workers 
by reason of their union affiliations, the Supreme Court of the United 
States declared such a law unconstitutional (U. S. vs. Adair). The 
majority held that there was no legal or logical connection between 
an employee’s membership in a labor organization and the carrying 
on of interstate commerce. Justice John Marshall Harlan, writing 
for the majority, reasoned that “the right of a person to sell his labor 
upon such terms as he deems proper is, in its essence, the same as the 
right of the purchaser of labor to prescribe the terms upon which he 
will accept such labor from the person offering to sell it”; that they 
had equal rights and that therefore a law prohibiting an employer 
from discharging his employee for his union affiliation is an illegal 
invasion of personal liberty and offends the “freedom of contract” 
guaranteed by the Constitution. 

As the years passed, the Supreme Court was ready to admit that the 
alleged equality of bargaining between an employee and an employer is 
mostly mythical. Chief Justice William Taft said plainly: “They 
[labor unions] were organized out of the necessities of the situation. 
A single employee was helpless in dealing with an employer. . . . 
Union was essential to give laborers an opportunity to deal on equality 
with their employer. . . .” (American Steel Foundries Co. vs. Tri-City 
Central Trades Council.) 
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The Court’s opinion of the need for labor unions did not, however, 
alter the contention that Congress is without power to legislate on labor 
relations between employer and his employees. This was the state of 
affairs until the passage of the Wagner Act, which laid down a positive 
national policy requiring employers to bargain in good faith with the 
representative of a majority of their employees. 

The book here under discussion is a probing account of this new 
national policy toward industrial relations and its administration. The 
authors were excellently equipped for their task, for the late Harry A. 
Millis was a distinguished professor of labor economics at the Univer- 
sity of Chicago, author of many outstanding works on this subject, 
and, in addition, served as chairman of the National Labor Relations 
Board from 1940 to 1945; Emily Clark Brown, who carries by far 
the greater responsibility for this book, is professor of economics at 
Vassar College, and was operating analyst for the National Labor 
Relations Board from 1942 to 1944. 

After examining the Wagner Act, its administration, and the various 
criticisms leveled at both, the authors conclude that on the whole the 
Act served well and that the Board has done a fairly good job under 
quite trying circumstances. The charges that the Board was biased 
or could not be fair because it was “prosecutor, judge and jury” is 
rejected as not “supported by the evidence no matter how frequently 
they [the charges] were repeated.” The trials and tribulations of the 
Board are recounted in some detail, and there were many. Chief 
among these were the “hostile atmosphere promoted by those who 
never fully accepted the premises of the Act,” the attacks directed by 
industrial associations, the division within the labor movement, and 
the congressional investigations under control of men unsympathetic 
to the basic purposes of the Act. 

Among the chief accomplishments of the Act, the authors point out 
that since its passage attitudes toward collective bargaining have 
changed to such an extent that unionism and collective bargaining have 
been accepted, by and large, as a way of life in industrial relations. 
Bearing in mind that this legislation was continuously fought by 
industrialists as a curb on their “natural” right to deal with their 
employees as they saw fit, one can only express a great deal of sympathy 
with the Board which was called upon to administer the Act. This 
reviewer, however, believes that the failure of the Board to provide 
a method for speedy disposition of complaints was a justifiable cause 
of dissatisfaction. He also believes, with the authors, that the Board 
became too sensitive to the attacks made on it by hostile groups and 
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that as a result the enforcement of its orders in recent years has not 
been so vigorous as it should have been. 

The Taft-Hartley Act, according to the authors, went far beyond 
the needs disclosed by the experience of the Wagner Act. They point 
out that this Act weakened the restraint upon employers “who still 
seek to avoid a democratic system of labor relations” and that it 
encourages “litigation rather than . . . solving problems at the bargain- 
ing table.” The provision making the office of General Counsel inde- 
pendent of the Board is characterized by the authors as an “administra- 
tive hodge-podge or bungling attempt to deal with difficult problems.” 

In the opinion of the reviewer, the authors are justified in their 
criticism; in fact, they could have been more courageous and said that 
this Act was conceived with malice toward labor. 

Apparently the aim of Mr. Millis and Miss Brown’s book is merely 
to throw a spotlight on the governmental policy toward industrial 
relations as exemplified by these Acts. No concrete suggestions are 
made for the kind of labor relations legislation that should guide the 
nation in the future. Seemingly, it is the belief of the authors that, 
given the necessary time, labor and management will learn to solve 
their problems at the collective bargaining table without too much 
governmental interference. 

This book can well serve as a refresher course for all those who are 
familiar with the subject, as well as a quick reference work for students. 
It is well documented and reviews in a comprehensive manner the 
essential principles which led to the enactment of the law and which 
governed the National Labor Relations Board in making its decisions 
under the Act. The literature on industrial relations in this country is 
enriched by its publication. 

Evias LIEBERMAN 


New York City 


BAILEY, STEPHEN KEMP. Congress Makes a Law: The Story 
behind the Employment Act of 1946. New York: -Columbia Uni- 
versity Press. 1950. xii & 282 pp. $3.75. 

Here is a book that penetrates the usually innocent theories of 
American government to reach the hard reality of national politics. 
It is forceful and effective, because it digs among the rocks and 
boulders of congressional lawmaking, and probes into the caverns 
where national policy is made. It has a pithiness that derives from 
close personal contact and extensive interviews with the lawmakers 
most directly concerned; and from a careful examination of the details 
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involved in the creation of a single law. And curiously, it gains 
strength and meaning from its greatest weakness, Bailey’s admission 
that his “emotional bias was toward the sponsors rather than the 
opponents of the original bill” (p. xi). As a result of this bent, the 
study reads like a fast-moving drama, with Lancelots and dragons 
struggling on the road to fulfillment. Despite this dramatic slant, 
it is a work of careful scholarship and of painstaking investigation. 

Bailey begins with a sketch of the historic ideas and tendencies 
that provide the intellectual and economic background for the full 
employment policy. These ideas are traced to their concrete mani- 
festations before and during the war years, until they emerge on 
Senator Murray’s desk as the Patton Amendment to the Kilgore Office 
of War Mobilization and Reconversion Bill. At this point, Bertram 
Gross, staff director of the War Contracts Subcommittee, is assigned 
the task of writing a bill acceptable to the upper house, which respon- 
sibility gradually broadens to that of assisting its passage through the 
senatorial maze. ‘The subcommittee staff assumes a major role by 
lobbying for the bill which it has prepared. Speeches and letters 
are written, agencies and organizations are mobilized for support, 
contacts are established, and relations are smoothed as the various 
senatorial factions became the objects of much legislative affection. 
A Continuations Group is created to coordinate the work of organiza- 
tions interested in the bill’s passage, and to act as a diplomatic bat- 
tering ram upon the defenses of unwary senators. Three major full 
employment conferences are called to mobilize large-scale support 
in the community as a whole. By capitalizing on the fears of mass 
unemployment at the end of the war, by intelligent coordination of 
political strength in the Senate, and by moving before the conserva- 
tive business community can mobilize, Senator Murray and his staff 
‘yush a slightly modified bill through the Senate by the lopsided vote 
of 71-10. 

But the contest has just begun, and the House is a different chamber. 
Through the negiect of the original sponsors, the bill is sent to an 
unfavorable committee. House sponsors appear, but they are new 
and inexperienced in legislative technique. Hostile witnesses to the 
bill are mobilized, as business evens the balance and testifies for a 
greatly modified bill. Executive pressure favors the Senate bill, but 
executive aides weaken or destroy the possible effect of the President’s 
wishes by their obvious or covert opposition. Finally, the Adminis- 
tration compromises by joining with opponents of the bill to pass 
a much weaker substitute, over the heads of the bill’s proponents. At 
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this point, the bill goes to conference, where the strangest of all fates 
awaits it. Since the conference is evenly balanced between liberals 
and conservatives, it falls to the balance man, Representative William 
Whittington of the Third Congressional District, Mississippi, to 
rewrite the bill as a compromise between the House and Senate ver- 
sions. ‘This he does, aided by the patient bargaining of Senator 
Barkley, and despite the pressure of Bertram Gross and the needling 
of Representative Clare Hoffman. This bill then becomes law. 

At the end of the procedural dissection, Bailey briefly summarizes 
the lesson taught by the struggle to pass the bill: “In the absence 
of a widely recognized crisis, legislative policymaking tends to be 
fought out at the level of largely irresponsible personal and group 
stratagems and compromises based upon temporary power coalitions 
of political, administrative, and non-governmental interests” (p. 
236). Bailey’s remedy would consist in strengthening the presidency 
and the political parties in order to make them more rational means 
of insuring policy statement and adoption. In this way he proposes 
to fasten responsibility on groups and individuals that can be clearly 
identified by the political public. Unfortunately he does not discuss 
the problems that this cure would create. 

At critical junctures in the story, Bailey presents brief life histories 
of the most important individuals. ‘Though these environmental 
descriptions by no means provide an adequate explanation for voting 
or political attitudes, they serve to enliven the proceedings, and to 
make these individuals stand out with full clarity. The author again 
belabors the environmental point by including appendices which 
show that the original House proponents of the bill were largely 
Democratic and represented urban or mixed constituencies, while its 
opponents on the final vote were overwhelmingly Republican and 
came from rural or mixed areas. But these are minor criticisms, anc 
the book remains a realistic, well-stated, very adequately documented 
thesis on a major political problem of our time. 

Morton LEeEps 


Brooklyn, N. Y. 


KEY, V. O., Jr. Southern Politics in State and Nation. New York: 
Alfred A. Knopf. 1949. xxvi & 675 pp. $6. 

This book has been likened to Myrdal’s already classic An American 
Dilemma. True, each was made possible by a foundation grant and 
represents the result of years of research conducted by the author with 
the help of a selected staff. Like Myrdal, too, Key contributes to a 
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problem commonly known in its overall aspects a wealth of detailed 
material. Here, however, the similarity ends. Myrdal, in his investiga- 
tion of a specific problem, takes the reader on a breathtaking excursion 
through the broad landscape of society and to the heights and depths 
of human thinking. Key leaves him on the flat and narrow ground 
of an isolated problem, provides him with well documented and 
soundly interpreted facts, but does not enlarge his vista. 

Mr. Key’s book is based on two main contentions. First: the notion of 
the Solid South, to which both northerners and southerners have fallen 
prey, is a misconception, since the Democratic party differs from state 
to state in its structure, leadership, and temper. Second: the curse of 
southern politics is its “one-or-non-party system.” 

The first claim is supported by a careful analysis of political leader- 
ship and organization on a state-by-state basis. ‘There are as many 
types of factional arrangements as there are states, their one common 
feature being that in their formation the presence of a large number of 
Negroes in each state plays a determining role. Texas, with its rela- 
tively small number of Negroes and an economic system resembling 
that of a western state rather than a southern, is the lone exception. 
Four main patterns of factionalism emerge from Key’s study: factions 
built on clashes between disparate geographical sections, on fights 
between a state machine and its would-be deposers, on the following of 
colorful leaders, and factions that are “confused free-for-alls” rather 
than group organizations. Leadership ranges from the kind of con- 
servative aristocrat one finds in Virginia to rabble-rousers of the worst 
sort like those in Mississippi, and the type of leadership determines the 
climate of politics. Key’s study supports the generally accepted opinion 


that of all the southern states North Carolina has the soundest politics 


and party organization. This is attributable to two related facts, the 
minority position of the Black Belt whites in the Democratic party and 
the existence of an active Republican opposition. Even in national 
politics the South does not constitute a solid bloc. A careful survey of 
the voting of southerners in Congress reveals that their cohesion on all 
issues except those involving racial questions and states’ rights is only 
slightly closer than that of other Democrats or that of the Republicans. 
It is more marked among senators than representatives. 

Key’s second contention is already implicit in his state-by-state dis- 
cussion of politics. He proves it further by a general investigation 
of the functioning of the “one-or-non-party system” as such, of its elec- 
torate, and of its restrictions on voting. Notwithstanding the diversity 
of patterns in the South, the presence of the Negro is again the clue to 
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the “one-or-non-party system.” In its essence it means the minority 
rule by the Black Belt whites, who have succeeded “in rallying the 
entire South to aid them in maintaining supremacy in those parts of 
the South where the Negro is concentrated.” ‘This tie is strengthened 
by the extreme poverty of the South and by the heritage of what in the 
South is still referred to as “The War.” The Black Belts give the South 
its most representative leaders “who are generally most reactionary and 
most vocal about white supremacy,” whereas “from the hills and from 
the cities sometimes comes a more progressive sort of political leader 
less obsessed by the race question.” The core of this dominant group 
are people of “substance and property,” mostly landowners, bound 
together by a strong social discipline and lately bolstered by the new 
financial and industrial interests in the cities. 

Politics under the one-party system is marked by the following 
features. The state organizations of the Democratic party are not 
party organizations but “holding companies for competing factions.” 
Nominations are not nominations but elections. The Republican 
party, where it exists, is with few exceptions “not a vote-seeking organi- 
zation but a club that sends emissaries to national conventions.” 

Factionalism in the Democratic party prevents the continuity of 
politics. A confused electorate is constantly faced with newly formed 
groups—different in name, in make-up, and in the inner core of profes- 
sional politicians—which battle for state control. Factionalism 
unchecked by organizational ties or obligations to colleagues puts a 
high premium on demagogic qualities and the irresponsibility of indi- 
vidual leaders who “may have all the erraticism of Mexican generals 
of an earlier day.” Governments thus tend to be unstable and 
disintegrated. 

In this disorganized state of politics, the common man is bound to 
lose out. The leaders outside the dominant Black Belt group, even if 
elected, lack both the mechanism for action and the power to effectuate 
a program. This and the isolation from national politics largely 
explain the low participation of the people in elections, which, so far as 
the white population is concerned, is, significantly, lowest in urban 
areas. The Negro vote, though on the upswing in the cities in contrast 
to the white, is still negligible. This, according to Key, is due less 
to the poll tax, which disfranchises more whites than Negroes, than 
to extralegal election devices, such as residence qualifications, literacy 
and “understanding” tests, and until recently the white primary. 

Key lightens his depressing account with one ray of hope. The 
decline of the Negro population through emigration, especially from 
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the Black Belts, as well as industrialization and urbanization, is creating 
conditions favorable to change. The problem is whether in the South 
there will emerge people willing and qualified to bring about such a 
change. Key believes that there are many such persons in every state 
and that even now “their efforts are bringing results to an extent not 
commonly appreciated outside the South.” Whereas northerners gen- 
erally believe that race relations in the South can be improved only by 
changing the pattern of southern politics, Key holds that the formidable 
handicaps of the political and economic system can be eliminated only 
by “greater emancipation of the white from the Negro.” He does not 
state how this emancipation shall be achieved, but the formulation in 
itself is challenging. 

The reader will appreciate the great number of tables and charts 
which serve as illustration to the text, a pleasant deviation from the 


current practice of using such material as a substitute for words. 
JuLte MEYER 


SELLARS, ROY WOOD, V. J. McGILL, and MARVIN FARBER, 
eds. Philosophy for the Future: The Quest of Modern Materialism. 
New York: Macmillan. 1949. xii & 657 pp. $7.50. 

The ostensible purpose of this collection of twenty-eight essays is 
a statement and defense of the philosophy of materialism. The essays 
fall roughly into three groups: those that deal with earlier formula- 
tions of materialist doctrine; a preponderant number that seek to 
summarize and interpret the results of developments in the natural 
and social sciences at the present time in terms of a materialist out- © 
look; and finally, a series devoted to a critical estimate and rejection 
of certain nonmaterialist philosophies in the current intellectual 
scene. 

In the opinion of the reviewer the volume fails to present a coherent, 
clear, or cogent statement of what deserves to be identified as a dis- 
tinctive materialist philosophy. The editors, in seeking to distinguish 
such a philosophy from contemporary naturalism, remark that in 
contradistinction to the latter, materialism “endeavors to set forth a 
synoptic view of man and the universe implicit in the sciences at their 
present stage of development.” Not only do they thus erroneously 
deny to naturalism such an interest when properly interpreted, but 
in attempting to establish the alleged deficiency they achieve some- 
thing which from a philosophical point of view is disingenuous. A 
number of essays included in the volume have little, if anything, to 
do with a materialist philosophy. Some, dealing with particular 
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areas of scientific research, simply present findings that are philosophi- 
cally no more the property of materialism than of any other philoso- 
phy. The mere fact that such findings are summarized in a book 
devoted to materialism is no ground whatever for assuming that only 
within such a philosophy is the method or the results of genuine 
scientific research properly subsumed. Yet the procedure is insidious; 
the claim to being the special champion of science creates an aura 
of authoritativeness and soundness, within which other ideas, lack- 
ing all claim to these qualities, are presented and will receive 
from the uncritical reader the same degree of confidence in their 
acceptability. 

The real drive of the book, to judge by the orientation, terminology, 
and clear intellectual sympathies of many of its contributors, is to 
present the viewpoint of dialectical materialism as the intellectual 
panacea for all our problems. What one finds, consequently, in the 
treatment of special areas of the individual sciences, as well as in the 
critical appraisal of alternative philosophies, are some of the well- 
known mannerisms of this school of thought. These include a tend- 
ency to condemn or approve ideas by honorific uses of terms without 
careful analysis of meanings or assessment of evidence, grandiose 
metaphysical generalizations that parade as sober scientific laws, a 
willful distortion of views singled out for opposition, and a marked 
eagerness to condemn illiberal, unscientific, and totalitarian views 
everywhere but in its present most obvious political locus. It is strik- 
ing, incidentally, that for all its evident interest in covering the whole 
gamut of philosophic and scientific concern, there is no essay in the 
volume devoted to political theory and practice as such. 

Mitton K. Munitz 
New York University 


FERGUSON, WALLACE K. The Renaissance in Historical Thought. 
Five Centuries of Interpretation. Boston: Houghton Mifflin. 1948. 
xii & 429 pp. $5. 

BURCKHARDT, JACOB. The Age of Constantine the Great. 
[Translated by Moses Hadas.] New York: Pantheon Books. 1949. 
400 pp. $4.50. 

Mr. Ferguson’s knowledge and scholarly analysis of the historiogra- 
phy of the Renaissance make his book an indispensable supplement 
to Thompson’s famous reference work, History of Historical Writing, 
published some years ago. It examines carefully how much the devel- 
opment of the discipline depends on the external conditions of the 
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state of documentary research and on the state of mind in the ruling 
societies, and describes impressively the inner conditions of historical 
problems. Unfortunately, the book fails to stress one basic constituent 
of historiography, for Mr. Ferguson does not take into account the 
fact that constructive works of history are determined by the subjective 
consciousness of the authors with regard to their own position in the 
process of society. Such an interpretation of the contemporary scene, 
with its implications for the future, conditions the approaches and 
perspectives of the historian, the selection of problems, and the 
emphases on certain social or intellectual processes. 

The Renaissance is indeed the most fascinating case for such study. 
Selection of this particular period as the subject of investigation can- 
not be explained solely by the continuity of research and new docu- 
mentation. Jacob Burckhardt, whose work on the Italian Renaissance 
is still a going concern in Renaissance scholarship and is discussed by 
Ferguson, testifies to the subjective element in constructive historiogra- 
phy. Both the anonymous reviewer of the first American translation in 
the New York Herald of October 1, 1880, and Wilhelm Dilthey were 
well aware that Burckhardt’s study rested on a profound and sub- 
jective experience and an awareness of the precarious situation of the 
human individual in the contemporary scene. It is this subjective 
condition that makes it possible to understand the selection, method, 
and emphases in his book. Furthermore, it is to be regretted that 
Ferguson did not include Simmel’s Philosophy of Money in his analy- 
sis, for Simmel’s book is the economic-sociological pendant to Burck- 
hardt’s study. Simmel, too, turned to the subject because he was very 
much concerned about the freedom of the human being in a world 
of unleashed technological forces, and discovered the origins of his 
situation in the Renaissance. 

It is to the credit of Pantheon Books to have aroused new interest 
in the work of Jacob Burckhardt. The firm published first, under the 
title Force and Freedom, a translation of Burckhardt’s philosophical 
reflections on history, which as a series of lectures had had the greatest 
influence on Nietzsche. Now Pantheon has published Burckhardt’s 
first book, The Age of Constantine. Professor Hadas has furnished a 
lucid translation, and in offering the book without notes and references 
allows us to see that Burckhardt was a great writer, concerned with 
something more than an analysis of historical causation. 

Just as the book on the Renaissance deals with the transition from 
the medieval to the modern state of society, that on Constantine deals 
with the transition from the pagan to the Christian Empire. In addi- 
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tion to the historical description it provides a theoretical study of 
decadentism and its various aspects. It is, finally, a sociological analysis 
of the conditions which induced Constantine to select the institution 
of the Christian Church as the state religion. Burckhardt’s theoretical 
concern is again indicated by the fact that he eliminates all religious 
prejudices with regard to the higher value of Christianity as compared 
with other cults which were competing for a monopolistic position in 
the Empire. Burckhardt himself was alienated from his own religious 
tradition and was eager to describe and analyze the phenomenon in 
terms of political, administrative, economic, and technical conditions. 
In such analysis he disclosed his revolt against Hegel and his affinity to 
Montesquieu and Gibbon. Both had taught him that the life of man 


in history is precarious, ambiguous, and logical. 
ALBERT SALOMON 


CHANG, P. Agriculture and Industrialization. Cambridge: Harvard 
University Press. 1949. xii & 270 pp. $5. 

Mr. Chang attempts in this book to examine the problem of eco- 
nomic development. He is specifically interested in the process of 
industrial development in a previously agricultural country, and sets 
himself to answer four questions, though not in the following order. 
Is industrial development a necessary or sufficient condition for agri- 
cultural reform in a densely populated rural region, or vice versa? 
Is it possible to maintain a balance between agriculture and industry 
within a given country? What are the possible effects of industrial- 
izing a previously agricultural country on countries already highly 
industrialized? What are the particularly pressing problems that 
confront a country in the process of industrialization? The relevance 
of these questions for China, the country of major concern for the 
author, is obvious. 

Chang begins by examining the applicability of the various theo- 
retical approaches in economic theory—general equilibrium, partial 
equilibrium, and location theory—to his problems. In the course 
of this examination, which is of interest as a review and critique, he 
stresses the value of location theory and the concepts of international 
trade theory, especially when applied dynamically, in explaining 
industrial growth. Unfortunately this stress is largely forgotten in 
the remainder of the book, and the result is the absence of any one 
major unifying theoretical thread. The author’s final decision is to 
synthesize various approaches into a study of comparative statics. 
Thus he examines first the balance between agriculture and industry 
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within a country with a given population requiring certain food 
supplies. Then he traces the effect of changes in population and 
changes in income upon agricultural requirements for the area. The 
farm-industry balance is then related to the problem of supply of raw 
materials for industrial location and development, and the discussion 
finally proceeds to the distribution of population between agriculture 
and industry in a given area. 

The major theoretical criticism to be made of this discussion is the 
implicit assumption of a necessary balance within a country. It is 
certainly true that, within the world, agriculture as well as industry 
must exist, but it is not true for any one country. By assuming a 
balance (or the desirability of a balance) within a country, Chang 
takes for granted an answer to a major problem. It should be made 
clear, however, that Chang is never satisfied with this concept of 
balance, and does not define it; he merely uses it. This section of the 
analysis is also distorted by the introduction of such factors as the 
relationship of agriculture to industry in the business cycle, and the 
market structure in the fields of agriculture and industry, whose 
relevance to a study of secular development is never made clear to 
the reader. 

Turning to an examination of “industrialization,” Chang first 
defines the concept in a satisfactory manner, then presents a brief but 
interesting treatment of “generating” factors (entrepreneurship and 
techniques) and “limitational” factors (resources and population). 
From this he proceeds to a discussion of the “stages” of industrial 
development in a progressive movement from lower levels, where 
production of consumption goods is dominant, to higher levels, where 
there is a large output of capital goods. Here again Chang makes 
certain implicit assumptions as to the necessary character of industrial 
growth, which are highly questionable in the light of a theory of 
international trade, which states that a country will specialize in those 
fields in which it has a comparative advantage. Industrialization 
should proceed to the limits of comparative advantage; and it is quite 
possible that output of either consumption or capital goods might 
be uneconomical for a particular country. In citing Japan as an 
example of development by “stages,” Chang apparently forgets or 
disregards two reasons for Japanese output of capital goods on a 
large scale: first, her military program, and second, the sharp move- 
ment in the terms of trade against Japanese exports (mainly silk and 
cotton textiles) as a result of the 1930 depression. The latter fact 
made Japanese production and export of capital goods economical, 
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but even so it is unlikely that Japan gained as much from foreign 
trade after 1930 as she had before that year. 

Chang proceeds next to the question whether industrialization pre- 
cedes agricultural reform, and concludes that it is a necessary, though 
not sufficient, condition for change in agriculture. It seems to the 
reviewer, however, that he has not completely proved this point with 
regard to either England or the United States, where both types of 
change appeared to develop together and priority is difficult to assess. 
Furthermore, Chang’s conclusions, while probably partly correct for 
India and China today, may lead him to ignore the fact that changes 
in agriculture and industry must proceed simultaneously in both those 
countries if the food supply for a larger population, and the internal 
market for a large-scale industrial growth, are to exist. 

The judgment that industrial development is the only possible 
solution for China’s problems of low per capita incomes and a poten- 
tial rapid population growth is correct. Unfortunately, in arriving 
at this conclusion, Chang neglects to consider the practical aspects of 
the problem of population growth in relation to food supply, though 
he covered it in the earlier theoretical discussion. He does not see 
that pressure on food supplies may shift the terms of trade against 
industrial products and thus reduce or eliminate the hoped-for gains 
from industrialization. 

Since Chang believes that people in industrializing nations will 
have higher incomes, he also believes that industrialization will be 
of long-run benefit to the older industrial nations by creating a 
greater demand for high-income products, although some shifts in 
the production structures of the older industrial countries may be 
required. He apparently does not realize that older countries may 
benefit even if incomes remain low in newly industrialized countries, 
under certain conditions, or that they may even lose, the results 
depending on shifts in the terms of trade in relation to the possible 
productive structures in the already industrialized countries. Chang's 
treatment of industrialization, by taking too much for granted, may 
have the effect of obscuring some of its crucial problems. 

The aim of the book and its author’s hopes can only be applauded. 
Moreover, certain facets of the situation have been illumined by his 
insight. But the lack of an adequate theoretical basis unfortunately 
vitiates many of the conclusions, and results in a diffuse and often 


unrevealing treatment of the problem. 
GEORGE ROSEN 


Bard College 
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THE GRADUATE FACULTY OF POLITICAL 
AND SOCIAL SCIENCE 


CHARLES ABRAMS (Visiting Professor) 
—economics, housing. 

RUDOLF ARNHEIM (Visiting Profes- 
sor)—psychology. 

SOLOMON E. ASCH (Visiting Professor) 
—psychology. 

MAX ASCOLI—legal 
philosophy. 

HENRY G. AUBREY (Lecturer)—eco- 
nomics. 

SIDNEY AXELRAD (Visiting Lecturer) 
—sociology. 

HAROLD BENJAMIN 
economics. 

ARNOLD BRECHT—political science, 
jurisprudence, public administration.* 
ARVID BRODERSEN—sociology. 
GERHARD COLM—public finance.* 
FELICIA J. DEYRUP  (Secretary)— 
economics. 

DAVID A. EMERY—psychology. 
EMIL.J. GUMBEL (Visiting Professor) 
—mathematical statistics. 

EDUARD HEIMANN (Vice-Dean)— 
economics. 

WILLIAM H. HELME (Teaching Fel- 
low)—psychology. 

MARY HENLE—psychology. 

JULIUS HIRSCH (Visiting Professor)— 
business economics. 

ALBERT HOFSTADTER (Visiting Pro- 
fessor)—philosophy.* 

ERICH HULA—political science, con- 
stitutional and international law.* 
ALVIN JOHNSON (President Emeritus, 
New School for Social Research)— 
economics. 

ALFRED KAHLER—economics, statis- 
tics, labor problems. 

HORACE M. KALLEN—philosophy, 
psychology. 

ERVAND KOGBETLIANTZ (Visiting 
Professor)—economics. 

ERNST KRIS (Visiting Professor)—psy- 
chology, social psychology.* 

EUGEN KULLMANN _(Lecturer)— 
philosophy. 

L. LARRY LEONARD (Visiting Pro- 
fessor)—political science. 

ADOLPH LOWE (Executive Director of 
Research, Institute of World Affairs)— 
economics. 


and political 


(Lecturer)— 


KARL LOWITH—philosophy. 

CARL MAYER—sociology. 
ALEXANDER MELAMID (Teaching 
Fellow)—economic geography. 

JULIE MEYER—labor problems, labor 
sociology. 

MARK J. MILLARD (Visiting Lecturer) 
—economics. 

BORIS MIRKINE-GUETZEVITCH 
(Visiting Professor)—political science. 
WYNANT C. MOORMAN (Teaching 
Fellow)—psychology. 

HANS NEISSER—economics.* 

PAUL NEURATH (Visiting Lecturer)— 
statistics. 

SAUL K. PADOVER (Dean, School of 
Politics, New School for Social Re- 
search)—history and political science. 
LUIS RECASENS-SICHES (Visiting Pro- 
fessor)—political science. 

KURT RIEZLER—philosophy. 

IRVIN ROCK (Teaching Fellow)—psy- 
chology. 

ALBERT SALOMON—-sociology. 
RICHARD SCHULLER (Visiting Pro- 
fessor)—economics. 

ALFRED SCHUTZ (Visiting Professor) 
—sociology, social psychology. 
WILLIAM _H. SHELDON (Visiting Pro- 
fessor)—psychology. 

HANS SIMONS (President, New School 
for Social Research; President, Institute 
of World Affairs)—political science, in- 
ternational relations. 

HANS W. SINGER (Visiting Professor) 
—economics.* 

ULRICH SONNEMANN—psychology. 
HANS SPEIER—sociology.* 

HANS STAUDINGER (Dean; Cha 
man, Research Council, Institute of 
World Affairs)—economics, business ad- 
ministration. 

ARTHUR L. SWIFT (Visiting Professor) 
—social psychology. 

NICHOLAS S. TIMASHEFF (Visiting 
Professor)—political science. 

HOWARD B. WHITE—political science. 
FRIEDA WUNDERLICH—economics, 
labor problems. 


JULIUS WYLER—economics, statistics. 


* On leave of absence. 
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